FLOREMCE COPPERINC.
1575 W. Hunt Highway, Florence, Arizona 85132 USA

HUrencecunperoom

TECHNICAL MEMORANDUM

TO: Arizona Department of Environmental Quality
Ms. Maribeth Greenslade

FROM: Florence Copper Inc.
Dan Johnson

SUBJECT: Closure and Post-Closure Plan
Florence Copper Project, Production Test Facility
Florence, Arizona

Dear Ms. Greenslade:

In accordance with requirements set forth in the Temporary Aquifer Protection Permit No. 106360 (APP),
Florence Copper Inc. herewith submits the Closure and Post-Closure Plan required by Section 2.9.1 of the
APP. This plan has been prepared in accordance with requirements of Arizona Revised Statutes § 49-252
and Arizona Administrative Code R18-9-A209 (B)(3), and incorporates elements specifically identified in
Section 2.9.1 of the APP, including:

e  Updated closure and post-closure financial requirements.
e Contingency ming block rinsing and sampling, as needed.

»  Confirmation Production Test Facility (PTF) mine block sampling requirements after the
completion of the pilot test.

e Confirmation underground workings sampling requircments after the completion of the pilot test.

e Outline of contents for PTF Summary Report that incorporates updated groundwater modeling at
the cessation of the pilot test.

s Aninitial 5-vear post-closure groundwater monitoring period, with an evaluation to complete
additional post-closure monitoring.

e Five-Year Post-Closure Groundwater Monitoring Report that incorporates updated groundwater
modeling.

ED_002547_00000042-00001



Please contact me at 520-374-3984 if you require any additional information.

Sincerely,
Florence Copper Inc.

A A $ i

Daniel Johnsort
Vice President - General Manager

cC: David Albright, USEPA
Nancy Rumrill, USEPA

Enclosure:
Closure and Post-Closure Plan
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1 Introduction

1.1 Background

Florence Copper Inc. (Florence Copper) has prepared this Closure and Post-Closure Plan in response to
requirements set forth in Section 2.9.1 of the Temporary Aquifer Protection Permit (APP) P-106360
(Permit). This plan has been prepared in accordance with requirements of Arizona Revised Statutes
(ARS) §49-252 and Arizona Administrative Code (A A.C.) R18-9-A209(B)(3) and includes information
that describes the closure and post-closure activities proposed by Florence Copper for the Production Test
Facility (PTF) located on State land leased by Florence Copper (Mingral Lease No. 11-26500). The closure
and post-closure plans and the cost estimates presented in this document are specific to the PTF and conform
to closure and post-closure plans and cost estimates previously submitted to the Arizona Department of
Environmental Quality (ADEQ) and the U.S. Environmental Protection Agency (USEPA) as part of APP
and Underground Injection Control (UIC) Permit applications.

1.2 PTF Discharging Facilities

As described in the Permit, the PTF includes the following discharging facilities:

e In-Situ Area Injection and Recovery Well Block

o The well block includes four injection wells, nine recovery wells, seven observation wells,
four multi-level sampling wells, well heads, piping, and liners.

e Process Water Impoundment

e Run-off Pond

There are no other existing discharging facilities located within the Pollutant Management Area. All wells
and core holes within 500 feet of any injection well or recovery well in the PTF well field have been
abandoned in accordance with requirements of UIC Permit ROUIC-AZ3-FY11-1.

1.3 Closure Objective

The closure objective is to ensure compliance with the requirements of A R.S. §§ 49-243 B.2 and B.3 by
preventing discharges of any pollutant that will cause or contribute to a violation of an Aquifer Water
Quality Standard (AWQS) at the Point of Compliance (POC), or that will further degrade at the POC the
quality of any aquifer that at the time of permit issuance violates the AWQS for that pollutant. To achieve
the stated objective, Florence Copper proposes to restore groundwater in the injection and recovery zone.
The groundwater will be restored to a quality where constituents with AWQS meet the AWQS or
pre-operational concentrations if the pre-operational concentrations exceed the AWQS. Florence Copper
also proposes to close surface facilitics in a manner that will prevent contamination of the soil that could
cause an exceedance of the pre-determined Soil Remediation Levels (SRLs) for residential property as
listed in Appendix A of the Arizona Soil Remediation Standards and the Groundwater Protection Limits
(GPLs) established by the ADEQ.

This closure strategy addresses all components of the PTF, including APP-exempt facilities, to provide a
comprehensive view of all proposed closure activities. This strategy and the related cost estimates address
closure activities required by the APP, UIC, and the Arizona State Land Department (ASLD) programs.
To avoid duplicative financial assurance, the total amount of financial assurance provided to the ADEQ has
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been reduced by the amounts covered by requests made by the USEPA for a separate financial assurance
instrument.

1.4 Closure and Post-Closure Plan Requirements

ARS. § 49-252 requires that the owner or operator of a groundwater protection permit facility notify the
director of the intent to permanently cease an activity for which the facility or a portion of the facility was
designed or operated, and to submit a closure plan within 90 days of the notification. The PTF is operated
under the terms of a Temporary APP permit that has a duration of 1 year, with an optional 1-year extension.
Operation of the PTF is planned to extend for the full permitted duration, including the optional extension
if granted. Although AR.S. § 49-252 requires that the owner or operator submit a closure plan within
90 days” notice of the intent to permanently cease operations, the Permit requires the closure plan to be
submitted ecarlier, during a period of time when operations are still planned to be ongoing. Consequently,
this closure plan has been prepared and submitted 90 days after operations commenced, while operations
are planned to continue for the period of the permit.

A AC. R18-9-A209(B)(3) requires that closure plan submitted to the director in accordance with
ARS. § 49-252 include the following information:

1. Site investigation plan;

2. Summary describing the results of site investigations and additional related information;
3. Closure design; and
4

Estimate of closure costs.

In addition to these requirements, Section 2.9.1 of the Permit requires the following:

Within 90 davs of the effective date of this permit, the permittee shall submit for approval to the
Water Permits Section, a Closure Plan which meets the requirements of AR.S. § 49-252 and
AAC RIZB-H-A209(BY(3) and includes the following topics:

1. Updated closure and post-closure financial requirements.
2. Contingency mine block rinsing and sampling, as needed.
3. Confirmation PTF mine block samphing requirements after the completion of the pilot test.

4. Confirmation underground workings sampling requirements after the completion of the pilot
fost.

5. Outling of contents for PTF Summary Report that incorporates updated groundwater
modeling at the cessation of the pilot test.

6. Aninitial 5-vear post-closure groundwater monttoring period, with an evaluation to complete
additional post-closure monitoring.

7. Five-Year Post-Closure Groundwater Monitoring Report that incorporates updated
groundwater modeling.

Each of the requirements set forth in A A.C. R18-9-A209(B)(3) and in Section 2.9.1 of the Permit are
addressed below.

FLORENCE COPPER INC.
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2 Description of Closure Activities

2.1 PTF Well Field Closure

Closure activities in the PTF well field will occur in the order of the following three steps: (1) restoration
of groundwater quality in the injection and recovery zone to levels meeting AWQS or pre-operational
concentrations, if the pre-operational concentrations exceed AWQS; (2) closure (abandonment) of all PTF
wells in accordance with the Well Abandonment Plan; and (3) closure of related surface facilities in the
well field, including the pipeline corridor.

Hydraulic control will be maintained in the injection and recovery zone from the time that injection began
until the groundwater quality has been restored to a point that meets closure criteria specified in the APP
and UIC permits. Groundwater restoration will begin after the scheduled operations have been completed
and after notice is given in accordance with A A.C. R18-A209.B.2.

The groundwater restoration process includes rinsing the injection and recovery zone to reduce constituent
concentrations to levels that meet AWQS or pre-operational concentrations, if the pre-operational
concentrations exceed AWQS. Groundwater pumped from the injection and recovery zone will flow
through the same tanks, piping, and equipment used during PTF operations and will serve to rinse the tanks,
piping, and equipment with increasingly high-quality water over a period of several months. As a result,
tanks, piping, and equipment will have been thoroughly rinsed by the time that ADEQ and USEPA approve
the groundwater restoration and authorize the abandonment of the wells. This will allow removal of all
tanks, piping, equipment, and liners from the well field to the runoff pond to commence simultancously
with the abandonment of the wells. For contingency purposes, however, the last PTF components to be
dismantled will be, in order, the runoff pond and the water impoundment.

2.1.1 Groundwater Restoration Process

Following submittal of notice of permanent cessation in accordance with A A.C. R18-A209B.2 and a
closure plan has been submitted in accordance with A A.C. R18-A209.B 3.

1. Restoration of groundwater will begin after lixiviant injection has been discontinued. Restoration
will be accomplished by using groundwater to sweep residual in-situ copper recovery (ISCR)
solutions into recovery wells. The groundwater may be pulled from the aquifer surrounding the
wellfield or it may be pumped from nearby wells and then injected into the injection and recovery
zone. Injection may include periodic dosing with a neutralizing material such sodium bicarbonate
in accordance with Section 2.9.2 of the Permit. The duration, rate, and extent of injection and
neutralization will vary as the concentrations of sulfate and other constituents detected in ISCR
solutions in the recovery well header vary during the restoration process. Injection may occur
through the wells used for injection during the PTF’s operations, or the injection wells may be
converted for use as recovery wells and vice versa in order to increase the rate of restoration.

2. Asgroundwater restoration nears completion, all injection wells will be converted to recovery wells
to ensure that concentrations in recovery well header(s) are representative of groundwater quality
injection and recovery zone.

3. Rinsing will continue and sulfate concentrations in the recovery well header solution will be
periodically sampled.
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4. When sulfate concentrations in the recovery well header solution decline below 750 milligrams per
liter (mg/L.), a sample of header water will be collected and analvzed for the Level 2 parameters
(all parameters listed in Section 4.1, Table 4.1-7 of the Permit and Table P-4 of the UIC Permit).

.Lﬂ

Samples will be periodically collected from the recovery well header(s) and analyzed for Level 2
parameters until all constituents with AWQS either meet the AWQS or pre-operational
concentrations, if the pre-operational concentrations exceed the AWQS. (Pre-operational
concentrations will be obtained by collecting groundwater samples from all PTF wells prior to the
commencement of operations and analyzing the samples for all Level 2 parameters.) The “indicator
sulfate concentration” will be the sulfate concentration in the recovery well header(s) existing at
the time that the Level 2 analysis indicates that constituents with AWQS meet the AWQS or meet
pre-operational background concentrations if those concentrations exceed the AWQS. After the
indicator sulfate concentration has been determined, each well will be sampled for sulfate.
Hydraulic control will continue until the sulfate concentration at each well is determined to meet
the indicator sulfate concentration or alternate concentration as explained below. Provided that
hydraulic control is maintained, pumping from any well may be suspended when groundwater
quality at that well is determined to meet the indicator sulfate concentration or alternate
concentration.

6. Once the sulfate concentration at each well 1s less than the indicator sulfate concentration or
alternate concentration, hydraulic control will be suspended at all wells for 30 days.

7. Confirmation sampling at the PTF well block will be conducted after 30 or more days have clapsed.
The recovery wells will be re-energized and the sulfate concentration in solutions in the recovery
well header(s) will be analyzed for sulfate. If the sulfate concentration(s) are equal to or below the
indicator sulfate concentration or alternate concentration, the closure criteria will be deemed to
have been met and the rinsing and maintenance of hydraulic control of the injection and recovery
zone will be discontinued.

8. Contingency mine block rinsing will be conducted as needed based on results of the confirmation
sampling. If the sulfate concentrations are greater than the indicator sulfate concentration, rinsing
will be restarted and continued until concentrations drop below the indicator concentration. Once
the indicator concentration is achieved, hydraulic control will again be suspended for 30 days and
step 7 listed above will be repeated.

9. A closure report documenting the results of the restoration process will be submitted to ADEQ and
USEPA and closure of the PTF wells will commence promptly after ADEQ and USEPA have
reviewed the report and have authorized the abandonment of the wells.

The use of a well-specific alternate to the sulfate indicator concentration is based on the recognition that
the sulfate concentration in some wells may be higher than the sulfate indicator concentration due to
well-to-well variability in sulfate concentrations. A well is ¢ligible for an alternate concentration only if
the sulfate concentration is less than 750 mg/L and the constituents meet AWQS or pre-operational
concentrations if they exceed the AWQS.

2.1.2 PTF Well Closure

The PTF wells will be closed in accordance with the schedule described in Section 7 below if APP
No. 101704 and UIC Permit No. ROUIC-AZ3-FY11-1 are not amended to authorize continued ISCR
operations prior to the expiration of the temporary APP for the PTF. Ifthe permits are amended to authorize
commercial ISCR operations, the wells in the PTF well field will be subject to the requirements of those
permits. Ifthe wells are required to be closed within the term of the temporary APP, they will be abandoned
in accordance with the Plugging and Abandonment Plan (Well Abandonment Plan), Attachment Q of the
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UIC Application. The Well Abandonment Plan is based on requirements of A A.C R12-15-816,
administered by the Arizona Department of Water Resources, and 40 CFR 146.10, administered by the
USEPA.

213 Closure of Well Field Surface Facilities

Once the PTF wells have been abandoned, all remaining equipment will be removed. Such equipment may
include electrical equipment, power lines and poles, tanks, pipes, and all liners within the well field. During
the removal process, some liquid and solid residues may be generated such as the removal of accumulated
dust from liners. Such liquids and solid residues will be placed in the runoff pond or water impoundment
or shipped to appropriately licensed off-site disposal facilities.

Decommissioned power poles, lines, and electrical equipment may be salvaged. Clean liners and pipes
may also be salvaged or sent to facilities that recycle such material. All material that cannot be reused or
salvaged will be transported to an appropriately licensed facility for disposal.

Once all equipment, liners, and other materials have been removed from the well field, pipeline corridor,
and other PTF components, disturbed areas will be tested, backfilled as needed, disked, and graded to level
and contour the disturbed areas and any related berms to pre-development grades. The areas will then be
prepared for seeding. Seeding of disturbed or reclaimed areas will occur only between 15 September and
30 November.

2.2 PTF Processing Facility Closure

The PTF processing facilities include the water impoundment, runoff pond, pipeline corridor, and
processing buildings. The water impoundment and runoff pond are discharging facilitics, the pipeline
corridor and processing buildings are not discharging facilities but will be addressed and closed based on
the potential for process related impacts.

All closure activities will be designed and conducted in accordance with applicable criteria in the Best
Available Demonstrated Control Technology Guidance Manual. All closure activities will be conducted in
a manner to prevent spillage of contaminants onto soil and, as tanks and underlying liners are removed,
underlying soil will be inspected for signs of leakage. The same process will apply to the liners of the
pipeline corridor, the runoff pond, and the water impoundment.

The water impoundment and runoff pond will be closed by removal in accordance with requirements of the
ASLD. As the groundwater restoration process proceeds, the emptied tanks and ponds will be rinsed with
water produced during the restoration process and the rinse water will be placed in the water impoundment.
Closure of the PTF components will require safe handling and disposal of all solutions associated with the
facilities. Process tanks and the runoff pond will be emptied of any remaining solution. All solutions will
be shipped off site for use or disposal in accordance with applicable regulations, or they will be neutralized
and placed in the water impoundment. The solid contents of the water impoundment and runoff pond will
be removed, profiled, and transported to an appropriately licensed facility for disposal. Following removal
of the impoundment and pond contents, the liners will be removed, profiled, and transported to an
appropriately licensed facility for disposal. The excavated area will be backfilled, disked, and graded to
pre-development grade. Seeding of the arca will occur only between 15 September and 30 November.

The pipe and any sediment residue will be removed from the pipeline corridor, and liners will be removed,
profiled, and transported to an approprately licensed facility for disposal. The excavated area will be
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backfilled, disked, and graded to pre-development grade. Seeding of the area will occur only between
15 September and 30 November.

At closure, unused electrowinning reagents, fuels, lubricants, and other chemicals along with warchoused
materials will be packaged in accordance with Department of Transportation regulations and shipped off
site or disposed of in accordance with applicable regulation. All chemicals will be removed off site and
disposed of in a manner that meets all applicable codes and regulations. The processing buildings will be
dismantled/demolished. Metal building components will be recycled, and concrete building components
will be profiled and transported off site to an appropriately licensed disposal facility.
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3 Site Investigation Plan

This site investigation plan provides details regarding characterization and analysis of residual impacts from
PTF operations should they occur. As described above, groundwater restoration will be conducted at the
PTF well field until water quality standards established in the APP and UIC permits are achieved.
Following completion of groundwater restoration, Florence Copper will conduct a site investigation to
identify and characterize potential residual impacts from PTF operations. The site investigation will include
the following elements; evaluation of groundwater quality data, soil sampling, and sampling of concrete
materials.

This investigation will establish the lateral and vertical extent of impacts to soils and groundwater using
applicable standards; the approximate quantity of chemical, biological, and physical characteristics of each
waste, impacted water, or impacted soil to be removed from the facility; the approximate quantity of
chemical, biological, and physical characteristics of each waste, impacted water, or impacted soil that will
remain at the facility; and will establish information related to the fate and transport that may influence the
scope of sampling necessary to characterize the site for closure.

Evaluation of Groundwater Quality Data

Evaluation of groundwater quality data from the PTF observation wells, supplemental monitoring wells,
and POC wells will be conducted as part of the Site Investigation. The focus of this evaluation will be to
ensure that permit established groundwater quality standards are met at the PTF observation wells and
supplemental monitoring wells, and that AWQS or background water quality conditions (whichever are
higher) arc met at the POC. The location of the PTF observation wells, supplemental monitoring wells,
and POC wells are shown on Figure 1.

PTF Observation Wells
Evaluation of the PTF observation well water quality data will include comparison of groundwater quality

data from the PTF observation wells from the beginning and end of the groundwater restoration period.
The PTF observation wells include wells O-01, 0-02, 0-03, 0-04, 0-05, 0-06, and O-07.

The purpose of this comparison is to identify wells with elevated indicator parameter concentrations relative
to the other observation wells and to document groundwater restoration at the perimeter of the wellfield. If
indicator analyte concentrations are observed at the PTF observation wells in excess of the groundwater
restoration standard established in the Permit, additional confirmation groundwater sampling will be
conducted at the affected well(s). If the observed elevated concentrations are confirmed, Florence Copper
will propose corrective action to achieve the restoration standard at the affected well(s).

Supplemental Monitoring Wells

Evaluation of supplemental monitoring well groundwater quality will include comparison of groundwater
samples collected following groundwater restoration to permit established water quality standards for each
of the supplemental monitoring wells. The supplemental monitoring wells include wells MW-01,
M-55UBF, M56-LBF, M57-0, M58-0, M59-0, M60-0, and M61-LBF.

The purpose of this comparison is to identify potential groundwater quality impacts at the supplemental
montitoring well locations. If indicator analyte concentrations are observed at the supplemental monitoring
wells in excess of the groundwater Alert Levels (ALs) established for each of these wells in Table 4.1-6B
of the Permit, additional confirmation groundwater sampling will be conducted at the affected well(s). If
the observed elevated concentrations are confirmed, Florence Copper will collect samples for the
parameters listed in Table 4.1-7B of the permit. If an AL value listed in Table 4.1-7B of the Permit is
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exceeded and confirmed, Florence Copper will propose corrective action to achieve the AL at the affected
well(s).

POC Wells

Evaluation of POC well groundwater quality will include comparison of groundwater samples collected
following groundwater restoration to permit established water quality standards for each of the
supplemental monitoring wells. The POC wells include wells M14-GL, M15-GU, M23-UBF, M22-0,
M52-UBF, M54-0, and M54-LBF.

The purpose of this comparison is to identify potential groundwater quality impacts at the supplemental
monitoring well locations. If indicator analvte concentrations are observed at the POC wells in excess of
the AL/Aquifer Quality Limits (AQLs) established for cach of the wells in Table 4.1-6 of the Permit,
additional confirmation groundwater sampling will be conducted at the affected well(s). If the observed
clevated concentrations are confirmed, Florence Copper will collect samples for the parameters listed in
Table 4.1-7 of the Permit. If an AL value listed in Table 4.1-7B of the Permit 1s exceeded and confirmed,
Florence Copper will propose corrective action to achieve the AL/AQL at the affected well(s).

Soil Sampling
Due to the extensive use of liners, containment sumps and other control technologies, it is anticipated that

soil contamination will be minimal and that the PTF soils will qualify for clean closure in accordance with
A A.C RI8-9-A209B.3. As liners are removed, they will be inspected for evidence of holes, tears, or
defective seams that may have leaked. Soil in the area beneath the liner will be inspected and samples will
be collected and analyzed for the indicator parameters listed for priority pollutant metals and barium.
Sampling and analysis will be focused in any area where visible contamination is apparent {(e.g., moist spots
beneath liners) and a broader grid sampling approach where contamination is not apparent. Estimates of
sampling costs are included in the closure cost estimates provided in Attachment A.

If indicator analvte concentrations are observed that exceed an SRL or a GPL, additional confirmation
sampling will be conducted in the affected area(s) to delineate the extent of the affected area. Ifthe observed
elevated concentrations are confirmed, Florence Copper will propose corrective action to achieve the SRL
or GPL in the affected area.
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4 Site Investigation Report

At the conclusion of site investigation activities, Florence Copper will prepare a report describing the results
of the site investigation and providing additional relevant information. The report will describe the lateral
and vertical extent of soil and groundwater impacts relative to applicable standards and will include
analytical data to support the determination of extent. The report will describe the approximate quantity of
chemical, biological, and physical characteristics of each material scheduled for removal, and the quantity
of cach material planned to remain at the facility. The report will provide the destination of materials to be
removed from the site, and documentation that the destination is approved to accept the materials. The
report will also provide additional relevant information describing site conditions and fate and transport of
materials remaining on site after closure, if any.

The site investigation report will include updated groundwater model analyses that incorporate data and
information developed during PTF operations and that characterize the fate and transport of potential
groundwater impacts. A draft outline of the site investigation report is included as Attachment B to this
closure plan.
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5 Closure Design

The PTF facility is located on State Land, and reclamation and closure requirements are governed by the
terms of the Mineral Lease (No. 11-26500) issued by ASLD. The ASLD requires that all PTF facilities be
removed from State Land and contouring the site to match the natural landscape and landforms. The Lease
also requires closure activities to comply with requirements APP No. P-106360.

Once all equipment, liners, and other materials have been removed from the PTF site, and site investigation
sampling and analysis completed, the ground surface will be disked and graded to level and contour the
disturbed areas and any related berms to pre-development grades. The areas will then be prepared for
seeding. Seeding of disturbed or reclaimed arcas will occur only between 15 September and 30 November.
A copy ofthe ASLD Lease is included as Attachment C and the mine reclamation and closure plan approved
by ASLD is included as Attachment D to this closure plan.
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6 Monitoring

6.1 Closure Monitoring

Closure monitoring will consist of physical inspections of surface facilities and monitoring of groundwater
quality at the POC wells and supplemental monitoring wells during the closure period. Inspection
monitoring of surface facilities will continue through the closure period at each of the locations and at the
frequencies specified in the Permit (as proposed in Table 15-5, Attachment 15 of the Temporary APP
Application) until liquid and solid residues have been removed from the facilities being monitored.

POC well and supplemental monitoring well monitoring will be conducted in accordance with the
requirements of the temporary APP (as proposed in Attachment 15 of the Permit Application) at the seven
proposed POC wells listed in Temporary APP No. 106360 and the seven supplemental monitoring wells
identified in the UIC Permit. The POC well and supplemental monitoring well monitoring programs will
mclude two components (Level 1 and Level 2). Level 1 and Level 2 monitoring refer respectively to
sampling and analysis of groundwater for the parameters listed in Tables 4.1-6, 4.1-6B, 4.1-7, and 4.1-7B
of Temporary APP No. 106360. The monitoring will occur quarterly for Level 1 parameters and annually
for Level 2 parameters. The contingency plan will be implemented in accordance with the temporary APP
and the UIC Permit throughout the closure period with respect to inspection monitoring as long as liquids
and solid residues remain in the facilities being monitored. The contingency plan will be implemented with
respect to the exceedance of ALs and AQLs listed in Tables 4.1-6, 4.1-6B, 4.1-7, and 4.1-7B of Temporary
APP No. 106360 throughout the closure period.

6.2 Post-Closure Monitoring

The post-closure monitoring program will primarily involve groundwater monitoring at the seven POC
wells and supplemental monitoring wells because, during closure, all injection and recovery wells will be
properly abandoned. All other PTF components used to store or manage ISCR solutions will also be
dismantled and removed after all material contained in the components have been removed. Inspection of
the closed arcas will occur during POC well and supplemental monitoring well monitoring events and will
focus on POC wells, supplemental monitoring wells, signage, fences, re-vegetated areas, and storm water
control measures. The inspections will also focus on the maintenance of conditions required to support
disturbed areas to conditions existing prior to the development and operation of the PTF or to such other
conditions as specified by ASLD in Mineral Lease 11-26500, as may be amended. Photographs and written
reports will be used to document observed conditions.

Groundwater monitoring at the POC wells and supplemental monitoring wells will be conducted quarterly
throughout the post-closure period with Level 1 monitoring conducted three quarters per vear and Level 2
monitoring conducted one quarter per year. Data generated from cach monitoring event will be promptly
reviewed and the contingency plans referenced in Section 2.6 of Temporary APP No. 106360 and the UIC
Permit will be followed in the event of an exceedance of an AQL.

6.3 Post-Closure Monitoring Report

At the conclusion of post-closure monitoring activities, Florence Copper will prepare a report describing
the results of post-closure monitoring. The report will describe the lateral and vertical extent of soil and
groundwater impacts relative to applicable standards and will include analytical data to support the
determination of extent of those impacts, should any exist at that time. The report will update the
approximate quantity of chemical, biological, and physical characteristics of any material removed from
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the site during the post-closure monitoring period for off-site disposal and will update the quantity of each
material remaining at the facility. The report will describe the disposal of materials removed from the site,
if any, and will provide documentation that the destination was approved to accept the materials. The report
will also provide updated groundwater model analyses that incorporate data and information developed
during the post-closure monitoring period that characterize the fate and transport of potential groundwater
impacts.
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7 Closure/Post-Closure Schedules

7.1 Closure Schedules

After Florence Copper formally gives notice to ADEQ in accordance with A.A.C. R18-9-A209(B)(2), and
to USEPA of its intent to permanently cease PTF operations, injection of lixiviant will be discontinued.
However, Florence Copper will maintain hydraulic control at the PTF wellfield until closure criteria
specified in the temporary APP and the related UIC Permit have been met. Florence Copper will also
continue all monitoring required by the temporary APP and the related UIC Permit.

The closure schedule presented below is based on the recognition that A. A .C. R18-9-A210(E) provides that
a temporary APP expires after 1 year unless it is renewed, and that the permit may be renewed no more
than one time. If the temporary permit is renewed, Florence Copper proposes to operate the PTF for up to
14 months and to begin closure no later than the first day of the 15th month. For purposes of estimating
the closure costs, an estimate was prepared of the amount of sediment and liquid remaining in the water
impoundment at the end of the 14th month and at the end of the 23rd month, following commencement of
operations. The estimated amounts assume the pregnant leach solution flow from the recovery wells during
ISCR operations will be 300 gallons per minute (gpm), which is equivalent to the maximum design flow
(expressed as gallons per day) and 250 gpm during the restoration phase.

It is estimated that up to 9 months will elapse between the time that lixiviant injection ceases and the time
that groundwater is determined to meet the closure criteria. As described above, abandonment of the PTF
wells may not proceed until ADEQ and USEPA review a report describing the results of the closure
activities and approve the abandonment of the wells.

It is estimated that up to 2 months will be required to abandon the wells and complete closure of all PTF
surface facilities once ADEQ and USEPA approve the abandonment of the wells and contractors have
mobilized to the site. The relatively short time estimate is based on the recognition that tanks and piping
will have been well rinsed before the approval to abandon the wells is given. That will allow closure of
most surface facilities to begin at the same time that well abandonment begins. Closure of the runoff pond
and the water impoundment will begin promptly after closure of the well field commences and after they
are determined to be no longer needed to receive rinse water or other liquids generated during the closure
process. Florence Copper will submit a notice and report, with documentation, in accordance with the
requirements of A A.C. R18-9-A209(C) within 30 days following completion of the closure plan.

7.2 Post-Closure Monitoring Schedule

Temporary APP No. 106360 allows a 5-year post-closure period, as described below. Accordingly, the
attached cost estimate is for a S-year period.

e Years | through 4. Three quarterly Level 1 sampling events and one quarterly Level 2 event will
be conducted each year. Quarterly reports will be submitted to ADEQ and USEPA.

e Year5: Three quarterly Level 1 sampling events and one quarterly Level 2 event will be conducted.
Quarterly reports will be submitted to ADEQ and USEPA. In addition, during the first quarter, a
report will be submitted to ADEQ and USEPA that summarizes trends and describes significant
events observed during the previous 4 years. Based on the information provided in the report,
Florence Copper will recommend continuation of post-closure monitoring or cessation of
post-closure monitoring. If Florence Copper recommends continuation of monitoring, the
recommendation may include proposed changes in the scope and frequency of analysis. Within
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180 days following its receipt of the report, ADEQ and USEPA will advise Florence Copper of
their decisions. The monitoring program will continue throughout the fifth year until such time
that ADEQ and USEPA announces their decisions. If ADEQ’s and USEPA’s decision involves
continuation of the monitoring program for the next 5-year period, or portion thereof, Florence
Copper will adjust the cost estimates to reflect estimated costs for implementing that decision, and
will adjust the financial assurance required for the period covered by ADEQ’s and USEPA’s
decision.

During POC monitoring everits, visual inspections of surface facilities will be conducted. Inspections will
include, as appropriate, POC wells, signage, fences, re-vegetated areas, and storm water control measures.
Conditions noted during inspections will be documented using inspection forms. Photographs and written
reports will be used to document completion of indicated repairs. Repairs will be performed as indicated
by the inspection monitoring program and will be documented in quarterly reports submitted to ADEQ and
USEPA. Florence Copper will submit a notice and report, with documentation, in accordance with the
requirements of A A.C. R18-9-A209(C) within 30 days following completion of the post-closure plan.
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8 Closure/Post-Closure Cost Estimates

ADEQ requires an APP Permit applicant to provide cost estimates for the construction, operation,
maintenance, closure, and post-closure care of facilities that are subject to individual permit requirements
pursuant to A RS, § 49-241 B.

Components of the Florence Copper PTF that are subject to individual permit requirements include: an
ISCR area including injection and recovery wells; a run-off pond; and a process water impoundment. The
USEPA has mandated that the ISCR wellfield, injection and recovery wells, and other related facilities will
be closed under the UIC Permit issued on 20 December 2016, and that financial assurance must be obtained
through USEPA. ADEQ has acknowledged this requirement from USEPA and has asked that Florence
Copper provide closure costs and bonding to ADEQ for the remaining discharging facilities. Closure costs
to be covered under APP No. P-106360 include those for the process water impoundment and the run-off
pond. Florence Copper submitted an updated closure and post-closure cost estimate to ADEQ with an
application to amend APP P106360 in June of 2018. The closure/post-closure costs submitted with that
application remain current and re-submitted herewith in Attachment A,

The closure cost items to be covered by financial assurance under APP No. P-106360 are listed in Table 3-1
included in Attachment A of this closure plan. A detailed description of the closure costs supporting the
estimates is provided in Exhibit 2-1 in the notes accompanying Table 3-1. The closure cost items to be
covered by financial assurance under UIC No. ROUIC-AZ3-FY 11-1 are listed in the closure cost approval
document provided by USEPA and also included in Attachment A of this closure plan.
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TABLE 3-1. FLORENCE COPPER INC. APP 106360 CLOSURE COST ESTIMATE

2. The values of this column have been rounded up to the nearest thousand.

1. The unit costs included in the cost estimate have been adjusted from their last revision on 4 September 2014 (see formula below) using a
cumulative inflation factor of 1.07877 corresponding to an inflation rate of 7.0787% estimated from 2013 to 2017.

: UNIT NO. OF ESTIMATED
=" OBIECTIVES DESCRIPTION OF TASKS cost! PER UNIT UNITS cosT?
&
e % “x? > %;
d o PROCESS WATER IMPOUNDMENT AND PIPELINE CORRIDOR
impoundment Removal
includes evaporation/disposal of 1. Closure Cost Estimate by Knight Piesold and Co.| $456,000 Lump Sum 1 $456,000
9,725,300 gallons of liquid/sediment, February 9, 2012. (Exhibit 5A)*
removal/disposal of impoundment's liners
and LCRS. Alsoincludes removal of
nipeline corridor and the backfilling and
regrading of disturbed areas.
Subtotal $456,000
lAnalysis of Soil Below Liner
Quantities assume impoundment and 1. Prepare Sampling plan.® $27,000{ Lump Sum 1 $27,000
pipeline corridor is approximately 9 acres. |2. Contingency S&A if soil shows evidence of liner $770f Sample 45 $35,000
leak. (Assumed 5 sample locations per acre)®
3. Expanded Sampling for select analytes $600f Sample 90 $54,000
identified during screening.”
4. Contingency S&A for unanticipated costs. $16,000{ Lump Sum 1 $16,000]
Subtotal $132,000
\Water Impoundment and Pipeline Corridor Total $588,000
RUN-OFF POND
Liner and Earthwork
Remove and dispose of linerin properly |1, Remove liner.t 50.05 SF 2,400 $200]
licensed off-site solid waste landfill. Test |3 pispose of liner in off-site landfil.° $70 Ton 1 $70
and properly manage soil below liner.
(Assumed to be non-hazardous) 3. Dispose of miscellaneous pipeline in off-site 570 Ton 1 $70
landfill.’
4. Fill, compact, and recontour to near original $4 cY 245 $980
contours (assumes berm material to be used as
fill).>°
5. Contingency screening S&A if soil shows $770f  Sample 5 $3,850
evidence of liner leak. (5 sample locations per
acre)®
6. Expanded sampling for select analytes S600f Sample 10 $6,000
identified identified during screening.”
7. Contingency sampling and analysis for $16,000] Lump Sum 1 $16,000
unanticipated costs.
Run-off Pond Total $28,000"
Closure Cost Subtotal $616,000"
Contingency (15%)" 524,000"
Administrative and Miscellaneous Expenses (10%}" $16,000
TOTAL CLOSURE COST $656,000
NOTES:
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TABLE 3-1. FLORENCE COPPER INC. APP 106360 CLOSURE COST ESTIMATE

UNIT NO. OF ESTIMATED
OBIECTIVES DESCRIPTION OF TASKS cosT? PER UNIT UNITS cosT?

NOTES (Cont'd):

3. Referenced Inflation Factors below, for each year, are from ADEQ document entitled, "Individual Aquifer Protection Permit Cost Estimate Inflation
Factor Review Check List," revised 28 March 2018.

Year Inflation Factor
2013 1.01490
2014 1.01830
2015 1.01002
2016 1.01521
2017 1.01799
Cumulative Inflation Factor 1.07877

4. Cost estimate for closure of the water impoundment and pipeline channel is provided by Knight Piesold and Co. "Curis Resources (Arizona} Inc.
Florence Copper Project PTF Process Solution Impoundment & Pipeline Channel Closure Cost Estimate " May 9, 2012 and is included in RTC1.1.

5. Sampling plan to describe collection, preparation, and analysis of parameters described in note 6.

6. Sampling and Analysis (S&A): Initial S&A will be performed to characterize soil potentially affected by spills and leaks.

Follow-up S&A may be required in order to determine the extent of contamination or effectiveness of remediation efforts. The estimated S&A cost is
$770 per sample is based on the following: sampling cost of $140; analytical cost of $630 for 13 priority pollutants including Ag, As, Be, Cd, Cr, Cu, Hg,
Ni, Pb, Se, Tl, Zn, pH, VOC's, SVOC's, SPLP, Acid-Base Accounting as reflected in current laboratory pricing.

7. Expanded sampling for selected analytes identified during screening analysis. Assumes 2/3 amount of analytes and includes twice the amount of

8. Liner Removal - unit cost per contractor estimate 2010, CPI adjusted to 2017.

9. Disposal of non-hazardous waste - includes loading, transport, and disposal; unit cost source is 2010 contractor bid for similar project.

10. Backfill unit cost - per contractor estimate, includes equipment and operator cost. CPl adjusted to 2017. Assumes backfill material import is not
required. Reseeding of disturbed area is included in reclamation plan.

11. Administrative support and expenses includes utilities and communications cost, miscellaneous equipment and site maintenance, and site
management during closure. The closure cost estimate prepared by Knight Piesold for impoundment removal includes administrative and contingency
costs. Therefore the impoundment removal cost is not included in the contingency and administrative cost calculations.

Page 2 of 2
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UNITED STATES ENVIRONMENTAL PROTECTION AGENCY
REGION IX

75 Hawthorne Street
San Francisco, CA 94105-3901
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Memorandum

To:  File

From: Nancy Rumuill, Drinking Water Protection Section
Date: March 29, 2018

Re:  EPA Adjusted Cost Estimates for Financial Assurance

EPA Adjustment to Cost Estimates for Financial Assurance Amounts*

Elements of Florence EPA Adjusted | Cost Comments
Financial Copper Cost Estimate | Estimate
Assurance costs | Cost Differences

Estimates,

$

GW Restoration 2,721,780 973,189,

1,748,591
PTF Closure - 721,537 0
w/BHP wells 721,537
Post-Closure 608,668 304,334,
Monitoring 304,334
Subtotals 4,051,985 1,277,523,

2,774,462
Contingency 0 (416,169) See footnote 1
Cost Estimate 416,169 below
Admin. & Misc. 405,199
Cost Estimate 277,446 127,753
Grand Totals 4,457,184

3,468,077 989,107

*Information in this table is drawn from USEPA’s Administrative Record (Document #593) for the 2017 Final UIC Class 111
Permit No. ROUIC-AZ3-FY11-1 (Florence Copper Inc., Arizona).

Footnotes

1. Contingency cost estimates are included in the restoration and post-closure monitoring cost
estimates.

2. EPA adjusted estimate by subtracting 4 mine shaft sampling events from the GW restoration total
(81,748,591-(4*1663) = 1,741,939). One month for closure period is approx.. $1,741,939/16
months = $108,871/month. With an additional time of 9 months estimated for complete
restoration, the additional associated cost is approximately $979,841 (est 9 months x
$108,871/month).

Printed on Recycled Paper
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FLOREMCE COPPER INC.
E: LORENC E 1575 W. Hunt Highway, Florence, Arizona 85132 USA

C O P P E R ﬁ(Eii‘%‘:‘ﬁ{f(":{',(};}p(‘if.:?-1.)111

Draft Outline
Site Investigation Summary Report
Florence Copper Project
Production Test Facility

1) Introduction

2) Site Description
a) Discharging Facilitics
b) Processing Facilities
¢) Ancillary Facilities

3) Site Decommissioning and Closure Narrative
a) PTF Well Field
b) Water Impoundment
¢) Runoff Pond
d) Processing Facilities

4) Soil Characterization
a) Soil Sampling Program Description
b) Lateral and Vertical Extent of Soil Contamination
¢) Quantity and Character of Contaminated Soil Removed from the Site
d) Soil Disposal Facility Documentation
¢) Quantity and Character of Contaminated Soil to Remain on Site

5) Groundwater Characterization
a) Analysis of Operational Groundwater Monitoring Data
1} PTF Observation Wells
1) Supplemental Monitoring Wells
1) POC Wells
b) Water Sampling Program
¢) Lateral and Vertical Extent of Groundwater Contamination
d) Quantity and Character of Contaminated Water Removed from the Site
¢) Water Disposal Facility Documentation
f) Quantity and Character of Contaminated Groundwater Remaining at the Site

6) Fate and Transport of Contaminants Remaining at the Site
a) Groundwater Model Description
b) Groundwater Model Simulation Parameters
¢) Simulation Results
d) Fate and Transport Summary
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MINERAL LEASE
11-26500
Florences Copper Inc.
1575 W, Hunt Highway
Florence, A2 USA 85132

NZ52 Saction 28, 745, RBE

Final County

Term

Dacember 13, 2013 — December 1%, 20383

STATE LAND DEPARTMENT

SYATE OF ARIEONS
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STATE OF ARIZONA
MINERAL LEASE

Laass Mo, 11-26500

Thiz minersl lease PLease™ s enterad into by and belwsen the Sigle of Avizona Plhe Slale” or "‘“mng"}, Artzong
St Land [}z«*[ﬂf{mu{’ {Dapadbment™y, th uugh the Stete Land Commissioner ("Commisgioner), and Florenas
Copper Ing, {"lessee"), pursuant o A, R S8 27284, Inconsidaration of the payrent of rent and royallies sndof
parformeanng by the parties of vach of the pmvssi{ms set forth lereln, the partiss agree as follows:

Article 1
LEASED LAND

4.4 Lense Provisions. Lessor hereby lopses to Lessee, and Legses herslyy leases from Lessor, for the taim,
at the rent and rovally rete and bvaccordancs with the provisions of this Lease, the State Land desuribed
below grad in Appendiy A (PLegal Desgription”), and ss depicted n Appendiy B{"Losation Map”) altached
Hersto and hereln referred toas Yha Legsed Land”,

Township 48  Fange $E | Seclon 28 N2S2  Pingl Gounty, 18000 Acres

1.8 Lease Condition  Lessee tebes the Lesssd Land "as 8" and Lessor makes no expressed or impdied
warranties 2%t the physizal songition of the Leased Land

Article 2
TERM
&4 Luase Toan The el this Lease
Commmannes.on the g 3"\“, day of December 2043
And axpires o the 12" daywf  December 2033

didess cancelad cerlier or terminated as provided hereln or as provided by law. Molwithstanding
provisions of this Lease relating to tenvination or cancellation, the provisions on amironitiantal or olber
indermrification, restorgtion, reclamation and insuranne  mguirsments  survive the Bmination or
sanpeliation of tis Lease and remaln snfdrcesile

2 Lease Terminalion. Upon the sele, ead mr*gz redamplion, reconvevance, relinguishiment or taking,
whether by sminent domain or insbitutional uss, leass of e*s or any portion of the Leased Land shall
wrminste o the date of such eking as lo the p;e:sg sty s ke

ED_002547_00000042-00032



Artinle 3
BEMT

Fents!l Beoulroment. Lessen shall pay rent 1o Lessor as follows for the use snd aocupanoy of the
Lensed Larwd during the lerm of this Lense withoud offset oo deduction and withoubnotios srdemand, as
asiabiizhed on an annual basis,

i

Annual Bent sl Adiustments. The annual rent iz Sishsd by Lessor based onan August 1,204
anpratsal of the Leased Land. Rent for s Lease mi by %3(},&&3({3{3 per vear The rentwill pe billed In
advanoe by the Depariment and s due on or before the snnivarssry date of the Lease, The Leased Land
shal he reappraiasd and the annual rand ra,esizmi mhad affer the Produation Test Faglilty iz complsted and
before the commenial phase of the operation s slarted,

Artivle 4
SOMMODITIES and UNITE OF PRODUCTION

Minerad Sommnodily, Coppae
Production Unils. Tons {sha

Article 8
ROYALTY

Rovally Rate. Lesses shall pay the Lessor 2 royally fea e “**;wz fo 2 peroeniags of the gross valus for ol
Tinerals fas delined in f% BB 27331 'Produced and Bold' (g thal tern i used In ARE §38:234)
fromy the Lessed Land subject o such adiustinenis a¢ may be permitied by the erms of this iema

541 Sliling Soale Factor The i}pm" and Lower Limdls {3 defined in seclions 512 and 8.1.3)
alffized o delsrming the rahge of copper %é'ii;ms; upon which the Bliding Scals ?v“vdc;t PREF s
astablished, shiall be re-evelisted and fed o ar‘i* danuary 1 over t the Terrvol the Lease. The

SEF shall range belween twi and eight ;:ss%rc&f’;i. The BEF shall be caloulatad acoonding 1o the
following eguation.

S8F = 6% 1 {Upper Limit ~ Lower Limi)

g, 8% represenis the differencs badwesn the highsst possible
Rovally Rale (8% and the lowest possible Rovally Rals (8%}

&:4.2  Upper Limdt The Upper Uil 8 delined ag the Sopper grice s whinhy e masimum perstniags
rovadty oF 8% woul be assssserd

Ag of Dscember 13, 2013, the Upper Limil shiall be 33,98 per pound of coppsr. After Janusry 1,
2016, the Uppee Limit shall be recstablished annually ot sach January 1 such bl # equils the
numetic average of e monthly copper price, defined m section 5.2 a3 the Coppsr indey Price
O, ealoulated for the prior sixty (80} months plug one standard devialion for thal sams sikly
{803 month periad.

Pt

ED_002547_00000042-00033



P
¥

5.3

5
:f:z,

513 Lower Limdt The Lowsr Limi is defined a3 the Modifind Break-Evan Copper Prics, which is that
Copy pr s where the miring g\sa::}&ci aasocisted with e Leased Land fLe. the Floreros Sopper
Froetl) hag 8 net prassnt value NPV of zam,

Ag of Decamber 13, 2013, the Lower Limi shall be $2.81 per pound of copper. The Lower Limit
sill be ressiabls wﬁ annually affer Jonuary 1, 2015 by the Arfcons Siele Land Deosrdment
The Lowsr Limit shalt be e wg’ Hiied average of the z:z:zia% proghiction cost bagedh oy the fulurs
mromctnns of mine neesiue e operaling cost tife of mine) as reported by Lessaes to bessorand
o the Arzong State Department of Revenug (DORY aonually pursuant fo DOR Property Tax
Fonm 82061-4A

544 Royally Rate: The Rovally Fade, for the periad from January 1, 2014 o December 31, 20014 shiall
b b percent whenever the monthiy sverage CIF 15 8281 ;mr pound or less Thowsr Limil), o
shall ba eighl percard whenever the monthiy gy gmgx CIP 15 $3.96 per pound or more Upper
Limith The Foyally Rale shall be caloulated for any OUP ihut ooours within the renge bebweaen
B2 81 per pound and 3398 par pound as ol mm.

Foyalty Rate = [{OIF ~ Lower Limit) x 88F)] » Minhmuun Royalty Rate

where, CIF = monildy Copper index Prics
Lowwier Limit = coppey prive-fixed ench danuary
[GF = Bliding Sosle Faclor
Mintmum Royally Rate = 2% {sosarding o ARE. § 37234803

Market Value: The'OIF shall be the average mo nibly "LIS Transaction” price as reported by Plalls Matals
Week Price Notification Manthly Report

Inn the ovent thet the abovs pive Ceases 1o be published, or for any reason becomes § ’zm;:gsmmiai* forihe
purpose of s lease, a replacement GIP shall be selected by the Commissionsr using a nationally
setonrzed pricing idex for maly minerd commodifiss,

Gross Yalue The gross valus for ssch calender mouth shiall be e swm, sxpressed i Uniled Siates
dollars, of all minerals ;\,msiuca&d arwt soll durng the pravious calsndar month. The gross value by
copparproducsd and sold during & calerdar ronih shall be calbulzted gy ollows:

Grogs Value = CIF 2 Pounds of Copper Produced and Sold

whearg CIP = copper ndex privs
Powwls of Copper Produced and Bold = pounds of copper produced and sold far
e pravious calendar month

minersls produced and sold during the calendsr month shall be caloudsted in g

Tha gross value for other
& grosk valie for oo ; par prpduced aid sold, valued o aconrdanse with AR B 47

manner simitar o th
234,

Manthly Rovalty: Each calendar month, Lessee shall pay the Lessor the Rovalty {the "Monthly Boyally')
caiculated baged on minerals produced and sold o the Leased Land diring the poor calandar maonth,
Thes snount of hs Monthly Fovalty shall beoaloulated as foflows:

Mowthly Royalty = Gross Valus x Boyally Bals

whstes Grose s ,;zzzie = sl 5%:3;43{:‘ as defined in Baction 8.3
Rayally Rate = perosntage as dafined in Segtion 5.1

o
Copyfiht 8 3008 The MoGraw-Hl Companies, Ing,
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85 Other Minerals In the event thal ofher minerals of mineral products are produced and sold from the
Logned Land, they shall be valusd in scordanoy wwith AR S §27-334 and shndiarly icluded i the
sonputation of gross value. Should the mineral or mingssl product not have o published price, the gross
walue shall be based on an sppraisel that astimsdes the far matket price of the minerst {ARE §27-
2348y This shall not spply o by-products from the waste Jaler reatment plant

8.8 Produstion Reports: Monihly production reports, including documantation whan required, shell e
submitted o the Lessor for each month, nsluding reports for negative production, sfler tha fisst monthof
produstion. Reporis‘are due on or beforethe 15t of sach month Tollowing the month of production.

87 Minhoum Annual Bovally 'Lesses shall pay o Lessor g minimut toyalty of $1,000.00 o the sigring of
the Lease, and a minimura royalty of $3,200.00 sach year thereafter an or before the anniversary of the
Commencament Dale of the Leage The minimun annisl movalty shell be & credit Tor Lesses, fully
recoupable sgsinst production roveltiss {(he Monthly Rovelly i Article 843 due o Lessor Tor matersl
ysed o wmoved; Nowever, the entite portion of minimurm annual rovally unused of not fegouped Upai
the termination or expiration of the Lease shall be the sole property of Lessor, Lessee shall pay the
rdehvaay annual royally esch year regendiesd of uss o ramoval of materials.  The minimurg annugl
royalty shall ba a continuing credit during the term of the Leass,

5.8 Rovalty Pavments: Rovally payvienis shall b dus within thily (30} days aller billing by the Department.

6.8 Apnvralsal Costs I, dwing the term of this Lease, the Lessor delermines that o new sppraissl s
appropriste pursuant to ARE, §27-234.0, the Lessor shall arange for such appraisal and the Lesses
shall pay to Lessor within 30 days of the Lessor's request the costof the appraisal. Sush reappraisal shall
be required after the completion of the Production Test Facility and bafore the commiercial phase of the
aperation s started fo reastablish the royally rale.

540 FPallure to Pay If Lesses fails fo pay royvally or appraisal costs described in this Article, on or hefore the
date the payment iz dus, the srnount due acorues inferest at the rate and in the manner delermined
pursuant i ARS 842-1123. it is determined that fallurs fo pay rovalty s nof due 1o reasonable causs,
#-panatty of v percent (5% of the amourd found o be remaining due shall be added lo the royally for
apsh month or Taction of a month elapsing betwesn the due dale and the dete onwhich L pald. The
tofal penaity shall nol exceed onedided {131 of the mowally remalting due. The penslty so added o the
rovally s dusoand pavable within (10% dave of notise and demand from the Commigsiomer I any rovally,
sppaisal sesessment, inferest, or penally B nob pald by the Lossee when dus, the unpaid amoinis
constitie a len from the date the smounds betoma due on ol propecy and Hights i properly Belonging o
the Lessee that are located on the Leassd Land.

Article 8
LSk OF L EARED L AND

8.4 Purpoge. The Leased Land is leased o Lessee for the purposes of minsral exirastion and for uses
related thareto andino other use,

Thig Lesze confers e roht to axtrach, rodess and ship minersls, minersl compounds, and mineral
sggregates from the Leased Lands within planes diewn verlicelly doviweard thrdugh the exterior
houndary neg therenl.

8.2 Consigtent With Mine Oporaling Plan. Any use of the Leased Land must be performsd in & manner
cansistent with the approved Mina Qperating Plan as regquired under the provisions of Arlicle 81
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10.4

Article ¥
RECORDE AND INSPECTION

Annual Becords. Lesses shall provide the following records on an annust bagis 1o Lessor on or beforg
gach gnniversary of the effective date of this Lesse:

=

includes) an lemized siatement of minsmal production,
d. miz;; aeres disturbed, argd ot acres reolaimed, and

el Aunuml Operations Staus Report which
tolal tons of materials mined and processe
an smnuslgroundwater maonitoring repoet,

4.2 Relovenl Ardzona Stete Department of Revenue formis) (RZ0B1-4 for gopper, B208%-B for non
copper, 8BRS0 for smatbsesle mines).

738  Any sddiliona] moor i& pertingrd o appraisal, complianes with this Lease and minsral production
desmed npopssary by the Dommdssianes.

Articie 8
TAXES: ADDITIONAL ANMOUNTS

Assessimenis Pald By Lessee Lessee shell pay ol sssessments and charges for ollliles angd
communication senvices, and sssessments imposed pursuant ooany construction on the Leased Land, all
permit and authorization fess, all texes, duties, charges and asssssments of every kind or nature
imposed by any public, gowmmfgntal or poliical subdivision authority pursuant fo any currently o
Kibseglenty snasled w, ordinanoe, regulaion or ordst which dining the term of his Lease, hedomss
dite o nre imposed upnn, chargesd aosinst, measurésd By or bacome 3 Ben on {8) the Leased Land, i)
any improvements of personal property of Lessee located on the Leased Land, and o) the inlerest o
Lessee o this Leass or in the propeeds recsived by ze from any assignment or sublsase of the
Lensad Lamd

Agswg@mmi Peadling. Lesses shall pay or couss to be paid sl amounts reguired o be paid under
Paragraph 8.1 bafore any interast, penalty, fine or onst acoruss for nonpayment.

Article 8
WAIVER

an f rerd andior royally paymants by Lessor shall not constituts & wabver by
Lessee of the pravisions of ihis Leasa,

Waiver Definition. Ao vs:;,
Lesatir of any vickation by

Future Walver, Noowabver of 8 breach of any provision of this Lease shall be sonstrued as g walver of
any sucoseding breach of the sams o aoy other provision,

Article 10
IMPROVEMENTS

Non-Permanent homovemends. This Lease ou the right 1o Lessee fo place non-pemmanent

improvaments consistent with the approved Ming € ting Plan as required amik;, the provisions of
Article 21, Upon the expirationg, termination or sbandonment of this Lease, Les shall e obligated o
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remove Tmprovemsenis consistent with Approved Reclamation Plan s required undst the provisions of
Arfidle 23 Vo the axlent thal nonspermanent improvemshis may femailn following closuie and
reclamation as reéquired under Arlicle 22, Lesses shall bave thedght to remove the improvements 1 o
monies owing lo the Stale underthe terms of this Lease have baen paid.

Article 1
LESSEE'S COOPERATION: INGRESS AND EGRESS

1.1 Hessonable Department Ingress. Representatives of the Depariment may enber, and Lessse shall
maintain access fo the Lessed Land at reasonsble imes to inspact the werkings,. inprovements and
ather facilities uzed to extract or sever minerals from Leassd Land. Representabives of the Department
may anter af reasonable times to oblain factual data or access 1o records: perdinent to mbneral production
required to be kept urider the terms of this Lease and otherwiss asceriain compliance with the law and
the terms of this Lesse,

11.2  Hessonabls Notice Inspsclions, investigations, and audits conducted under Arlicle 11.1 shall be on
reasonable nofice to Lesses unless reasonable grounds exist fo belipve that nolice would frustrate the
enforcament of the law or the fenms of this Lease.

113 Losses Appoarance at Commigsioney’s Office. The Commissioner may require Lesses 1o appear ot
reasonable imes and o ressonable hotice at the Commissioner's office and produce such records and
information as arespecifisd inthe notice to determing compliances with the terms of this Lease.

1.4 Lessee Cooperation Lessse shall cooperate with Lessor in Lessor's inspection, appraisal and
management of the Leased Land and permit reasonable access by Lessor's employees {o isolated State
Land goross Lesses's privale land during the lerm of this Lease.

118  Lessse Interference. Lessee shall not urirsgsonably interfare with the authorized activities of Lessor's
employees, agents, olher lessess, and pemiittess or right-of-entry holders on the Leased Land.

116  Established Righis-of-Way. This Lease s made subject to all legally esteblished rights-of-way
herelofore granted or thal may hersafter be granted over and asross the Leased Land.

1.7 lngress and Egress to Other Stete Lands. This Lease confers the rght of ingress and egress to-other
State land, whether or not leased for purposes other than mining.

Article 12
LOSS OR WASTE

124 Lessee Waste, Lessee shall not cause, nor grant permission fo another lo cause, any waste (destruchion,
misuse, alterstion, or neglesd) in or upon the Leased Land. This provision dogs not apply to activities
suthorized by this Lease that are sulliscl to the reclamation and siwionmental requiremsdts of this
Leass

£
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Articie 13
NATIVE PLANTS AND CULTURAL RESOURCES

13,1 Native Plants. Lessee shall not move, use, desiroy, oul or remove of parmil o move any used,
destroved, or oul tmber, caclug, native plants, stonding irees or producis of the land sxuept hat which is
necessary for the use of he Leased Land, and then onby with the prior wrilten approval of Lessor. Lesses
st subirdt e plant strvey prioe o the removal of any hative plants. I the teiovel o destruction of
plants protecisd under the Arizons Nathve Pland Law ARS8, § 3001 el saq., orany successor siplutes) is
necessaly 1o e use of the Leased Land, Lesses shall slso obtain willten spproval of the Arlzona
Danartment of Agricullurs. In the event Lesses removes the native plants, Lessas must pay o vegetation
fee to Lessorand this fes is nol 3 relmbursable Improvement, Lesses Is responsible Tor trestment of &l
reguizted and restricted noxipus weeds listed by the Avizona Department of Agriculinre.

13,2 lnvasive Specles. Measurss o it the infroduction of invasive species and any additional nonanative
species will be acoomplished Uslng Best Managemend Pragtices, This will include the e of cerlified
wastd-free shaw orfiker roll fogs for use inreclamstion andfor sediment containment.

138 Cultural Resowrees. Prior o initialing any operation or aolivity reguiring surface orgrotnd distirbanae;
Lesses shall comply with all confiions and provistons of the most meoantly. approved plans and
agresments agsochied with he National Historic Prosersstion Agt of 1888 I prehistoric or historis
features, srtifacls or roperties, vertebrate peleoniviogiosl siles, including fossliized foolprints, nscriptions
mads by human agencsy oF any other archestloglinl, peleontologioal or bistoricel lfealure @
sraatintered, Lesses shall immedistely cease all workl in the immadiate viiinity of the enoounter and
nutify and consull with the 8tate Mistorie Preservation Office (SHPUY, the Avizona Stale Mussum {(ABM)
and the Department regarding svoidance, prasereation, recovery andior curation.

Lessse further agrees that

13.3% Lessae shall ensure that of cullursl resouwrce Invastigaibneg on the Leased Land are permilted
ursuant 10 A RS, §41-841, of sed., and that the investigations and resulting reporls satisly the
termis of the permit. :

14.3.2 Lessee shall ensurg that two copies of the report describing the results of the completed oultural
resouice survey of the Leased Land are submitted to Lessor for Lessor's use i1 consulting with
SHRO pursuant o A RS, 841881, élseq.

1333 Lesser shell cause no swface disiurbance within the boundaries of any known amhasological
sites without Leseor approval,

1354 Weny previcusly unknows human remaing, funsraty objedls, saorsd ceremonial abjecls orobiacls
of tribal patrimony, archasological, pakeontological or historical site or objeet that is &t least 50
yearg old are encouniersd during suwrfate dislrbing achivities, Lessey shall cease opatations
imimediately and report the diszovery 1o Lessor and in the Director of the ASM pursuant I A RS,
G41.844,

13.3.5 Af anvoand 2 Bmes thal ground dishurbing activilies are balng performed on e Leassd Land,
Lesses shall have 3 gueifled srchoeoliogist on sl o monlir the opwrations and inswre

!

soviplianee with the provisions of Atdicle 13,5,

ED_002547_00000042-00038




Article 14
PROTECT LAND, PRODUCTE AND IUPROVEMENTS

4.1 &aammb%a Bloans  Lasges i he @33%; sutharized o wsg means which aré reasonable sod which do nd
resuil i 2 breach of the peace o i orealing 2 concealed hezard, o protect the Laassd Land and
Jmp;ws«mems against waste, darmage snd brespass. I the svent of known respass on e Leaged Land
resulling in damiage therslo, Lessse shall make feasonable efforts 1o notily Lessor and spproprisis law
snforcerient authorities,

4.2 Fenclog Lessee shall of v exporses, fonce all shalls, prospect holes, adits, lunnels, process ponds and
ghherdangeous mine workings for the prolection of pobllc haslth and safely and livestonl

4.3 Complisnce with &pgiim%}m Regulations, Lesses shall comply with o sguirsments of any
govermmental soenoy having elsdiction over Losses’s aclivities on the Leased Land.

Artinle 15
RESERVATIONS, RELINQUISHMENTS TO UNITED 8TATES

181 Rahts-oiWavs and Fasements. Lessor reserves he Hight o grant righis-obway, casements and siles
oveEr, Sordgs, ondst of upon the Legsed Land for public bighways, reiroads, ufifly Hnes, pipslines,
rigation works, flood control, drainage works and other purposes,

15,2 Helmguisbing Lands for Federal Projects, Lessor reserves the right to relinquish to the Usiter! Stales
tand nesded for iridgation works In connsclion with g government reclamation prject and o grant or
dispose of righfs-ofway and sites, for canals, reservolrs, dams, power or irigation plants or works,
raifronds, ramway, ransmission lings of any oy puipose of Use on of ovel he Leased Land

figi

18.3 Compousation Walver. I the sverd of such relinguis 85 8
of Mzc*e

B
o any compensation whatsosver against aebﬁur ANSEnt BE N8
16 and ag Hmited theraln

ol grants o disposals, Lessss waly
may baall owad frcder e poovision

<¢"9 {"!

Articie 18
CONDEMMATION

164 Divigion of Condemnation Awards. Lessor, any pertinent lsasahold morigagees and, i Lasses i not in
dafaull, Lessew, shall conperate by prosecuting and collecting their respective clalms for an award on
agcount of B taking of sl orany portion of the Lessed Land sl all damages or awards {with gny interest
thergony fwhich Lessor, Lesses or any perlinent leasshold morlgagses may be entitled Ty rsason of
any taking of ol or any portion of the Leased Land {(bereln referred lo as "Condemnation Fronesds™), In
the event of the teking or condemnation by any competent authorily for any public or quaghpublic use or
purposs of gl or any poron of the Leased Land st any e during e Ledse Term, the rghts of Lassor,
Legaes, or any asshold muortgagees, 1© share in the ngt prodesds of gny sward for lznd, bulidings,
Fnprovements and darmages upon any sush aking, shall be appottionsd as Tollows:

iy Lesses sbal recebve iat porfion aibibided o the then Bl morkst welve of the i:;;,;‘ chiry g s ;3 i
improvemanty construcied thereon and Lesses shall rocsives thie falr kel volue brvnadiately prier o
s iaking of Lessee’s lnasehold intersst in the Lesssd ia i s taker
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{11y Lassor shal

i receive the fair marked value of s reversionary inderest under his Lease {exclusive of any
\}aiuss aiributable im

provemenisl

The antire amount of t BOATE

1, w%itlw‘wm wr payment aitibuleble o the velue of buildings and
improvements shall belong io Lesaay,

18,2 Lease Terminating, i the ‘w‘%m%@ or maiér‘é’aéi ail 05 'i?zf* ixezagz;s:“ i 3;)45 *sw i:ai:c 2;3%%61 or wr‘;{iém ned %f:j a8
hersyrster shall be a;;:};:scr’iittru@zj a8 m‘ thz:: Qé&lf& z:)f ve;ai r;g mf tii ;:‘Lii..z”i takj r@g Q{ mntﬁemnaixw
procesdings. For the purposes of thiz Artigle, » t8king or z:mdemnssiion of rmatsrially all of the Leased
Land, as dislnguished fon o taking of condemnation of e whole of the Leased Land, medns ¢ eking of
such scope that {8} the unisken pottion of the Leazed Land s nob reasonably usable b Lesses’s
purposes of & nsufficient 1o pemil the reclamation o the then axisting mprovement thereon o B
frsufficient o pmmt the rRCoVary of the vost of reclamation of the then axisting iImprovements thergon, or
(b1 dhe remeining uniaken porfion of the Lagsed tand and the improvements thereon are ingapabls of
prodiing 2 reopnrionsdely Tl and ressonsble net anny ual incoms, teking e corsideration the payment
of all opargling expensas thsmaf frcluding but not thrdled to the net rental, additionst rental and all aﬁmr

ﬂixa‘rgws; herein ressrvad and after the performence of all covenants, agreaments and provizions hare

provided 1o be performed by Lesses. The determination of what constindes 8 falr and reasonable fsz:.u
e by referance o the gverage nelannual incoms produced by the Lessed

‘ i g the leking {or, # the teking ccours during the firgt

ing the Lesss Term o dale).  AS used shove, the s "opersling

iabion or Indome taxss, I there s any sontroversy as o whether
bisen token, the contioversy shall be resolied by arbifation,

I mterially-all of the Ledsed Land arg laken e condemped, then Lessee, at s option, upor iy (30)
days prior notice to Lessor, given at any fime within ninety (90} days after the vesting of fitle in the
condernor, mey cancel and lermingle thiz Lease as io the enlle i&:? sed Land. The rent and olber
arpes hersunder shall be prorted as of this dete of trminalion,

S

48.3 Mo Yermioalion of Lease. I the svent of & partial laking o condemnation, Ls, :a tmking or sondemnatio
of legs than materally =il of the Leassd Land ihis Lease {except as hersingller provided) s?‘?ai
nevertheless continus, but the rend for the Leass Year in which such cmwmmn@tzm‘z ocours shall be pros
rated ws of the dele of such condemnatinmn amd that ;}Qrtian of the rent atiributable 1o that porlion of e
Leased Lanl sn tolen shall be wradited (o Lassew's obfinslions next arising Utwler this Lease angl the reni
shall be veduced proportionaiely o reflec! the loss of the land taken.

6.4 Temporary Taking of Logse. I the whole o any partof the Leased Land or of Lessee's Interast under
this Leass be taken or condamnad by any w;c*peiwi authority for e or thelr lemporary. Use of ORCUPBNCY
for g ponnd which i fawer than Foust {41 eonthy, this Laase shiall not tenminate by reason tharsol and
Lessas shall condinue o pay, in the manner and al the tmas heraln spacilied, the full amgunis of the rent
and all siditional rent snd other chares payvabls by Lessee hereunder, and, excent only In the extent
that Lessee may be prevenled from so doing pursuant fo the terms of the order of the condemning
agthority, o perforn and ohssrve ol of the other terms, covenanis, condifions and ohiigations hereof
upon the part of Lessge o be parformed and obeurved, s though such laking o sondemnation had sy
oncirrad, [t whole or any pert of the Lessed Lemd or Lesses's interest in this Leass be sbhenor
condemned by & competent authanity for its ar thelr tlempaorary use or otcupancy for & period which is In
axeasy ol four (4) months, this Lease mey %ge ferminated &t the oplion of Lesses upon nolice given within
Wity (50 daye of the taking or condermnation.  Nolwithstagding anvihing 1 the conlrary heveln, i the
event of any lemporary % king or vondemnalion Loszes shell, i this Lsﬁ*«sw has ot beon larminaiad a3
provighed in this Article, o reosivs the entire ampurd of sy award made Tor such fakipg or
sondgmation, wmﬁw‘ b dernages, reit o ui wereise, Lriess %m period-of femparary uss
of ocoupancy shall a%maﬁ %o or beyond the Bx Date, In which cose such award shall be
apportioned belween Lessor and Lesses as of such Bxpiratis

[ ilw
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Hrticle 17
LSE O WATER

7.7 Groundhestor Rights. Lesses shall be snlitled to e Uuse on the Lessed Land of groundwater as defined
in ARS, §45-101, or any successor statute, for purposes congistent with this Leass. Lessee shall obtain
all requited pevils from the Arizona Department'of Water Resowces PADWHE'L I Lessse shall develop
any groundiwater on the Ledgsed Lang, Lessee shall not asguire any rghts with respest o dhe
groundwater, except the vight o Use such Waler in accordance with apphicabls lavw, ohile Leased Land
during this Laese,

172 Alternale Groundwater Bource, i Lesses uses, on the Leassed Land, groundwatsr, or waler from ofhsr
sodrces; thal use shall not (1) cause sunh waler or any rights with respect o thalwaler lo'be appurtenant
to the Leased Land, or {2) affest v any way Lessées vghts with raspest o the datey, or unlawhilly
degrade grourdwatar qualily.

17.3  Well Abandowment Prior to the Lesses vacaling the Leased Land, Lessee agrees W contast the
Dapartment to confirm whether the wellls) are required to be abandonsd or capped. [ requested by the
Department, the Lessee may be required to conduet groundwater guality anslysis. All fees. sssucialed
vt well capping, shandormeant, and groundwater gualily analvsis shall be borme by the Lesses,

174 Suwfagce Walsr Righis. The rights of Lessor and Lessse concerming the application for an establistimsid
of any rights with regpecl o suface waler as defined in ARS 845404, or any successor stafuls, shall
b poverned by Slats law,

7.5  Validity of Burface Waler Righis. Nothing by the provisions ofthis Leass shall affect the validity ofany
rghts established by oF for Lessor or Lesace with vespect 10 surface water, a5 defined In ARG 545167,
prior o the commencement date of this Lease,

1.6 Establishivent of Water Righis. The soplication for and sstablishment by Lessoror Lesses (a8 sgent ot
the Stale of Ardzona)of any sirlace o groundwater righls shall be iy the natre of the Bigle of Arizona
{Arizona Biate Land Dapartmeant), and; such rights shall altach 1o and besoma appurisnant te the Leased
Land in socordancs with the provisions of ARE, Tite 45, Chaplers | and 2.

17.7  Lessor Notification. Lessee shall promptiy nolify Legsor wiiting of any initinl filings made by Lasses
with any governmental agency or cowrt Sonceming e sstablishment or adjiddication of apy tlaim 08
water tight relating o the Leased Land, Upon reguest of Lessor, Lesses shall fumish copies of any
docurent filed with the agency o court,

1.8 Annual Report The ADWR reguires an aonusl repott of groundwater pumpsd rom non-axemptwellls)
willin both Active Managerient Afgas and iigation Noh-Expansion Areas. i aiiplicable, L8ss8es shall
submit to ADVWR the Annual Water Withdrawal and Use Report and associated feas within the fime perind
specified by ADWR. Lessee shall provide @ copy of such report to Lessor,

7.8 Woater Usie Not Beneficial to Lease If Lesses desires to move groundwaler off the Leased Land, or iss
grotindwater for purgose(s) different from those stated in this Léase, Lessee slall e an application with
Lessor for 3 public austion water sale. Movement-of grountdwater from the Leased Land prior to g publie
auction 15 prohibitad,

1740 Guarantes of Availability or Qualily. Lessor, by Issuing this Leass, makes no guaranise with respect fo
groundwater availability or groundwater quality,

1741 Lessor's Access. Lesses shall provide the Lessor's personnel ancess to wellis) on the Leased Land.

i
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Article 18
DEFAULT AND CANCELLATION

sea of any provision of this Lease shall be s default Dersunder
5 # sy have undsr Blate law.

T84 Defaull Definition. Viclation by 1
m?r%lzm Lessor i any and ol ray

8.2 Lesss Cancellation. Upon any such defacl, this Lease may be panceled pursuant o ARS 837288 ¢r
SNy suscsssor statute,

gy

3 LCanselation for Conflict of Intevest Pumsuant o A f? ‘3 3 38511, the SBlale or any depariment or
agensy of the Siete may, within Sves vears sfter B8 sxeculion, concsl any lesse, withou pwsﬁ:; af
furthar cbiigation, rmade by the Slate or any of iis ai@pa:imﬁn s or agencies if any person significantly
involved inintating, pegotigting, ﬁwursm; degfling or creating the leass on behalf of the Slale or any of
the depardmenis or agmci@. of the Blate, iz ab sy thne while th@ iease is in sffect, an @mp oyeR of ayent
of sy other party 1o the leasy In any capacily or & consullant o any other party of the lesse with respeal
ta the subject matter of the is«aae A canceliation mads purgtam to this prw sion shall be effective when
Lessae recsives wiitten notise of the cancelistion uniséss the nollce specifies o later e (moved fiom

2317

T

14 Lesses Lease Termination. Lessse may tlerminads this Lease sl any Hme during s term by giving the
Commissioner thirly (30) days wiitten notice of the tlermination, if Lessas is not ﬁmiinauem i the paymcm
of rent, royalty or appraisel fees o the date of termination, and If the Leased Land has been meclaimed fo
& pondition satisfastory o the Commissionsr,

HArticles 18
INDEMMIFICATION AND INSURANCE

9.1 Lesses Defense of Actions o Proceedings. 16 oase an &aﬁm or proceeding s brought sgaingt Lessor
by reasan of any such oopureenge, Lessge, upnn Lesso's request and ol Lessee’s expense, will resiat
aohdefend such action or provaedings, o caussd h:s same o be resisted and defended sither by counssl
desigrated by Lessee or, where such oogwrenge s coversd by Habllity insurance, by counsel designated
by the Insurer,

18,2 Indemnification of State of Arfzona To the extent alfowsd by law, Lessee shall defend, indemnily and
hedid harmless the Siate of Acirong, gl s ri&gmfin‘sﬁm, iyl (efs; bogrds, SGmmissions, universilies,
officers, officials, agends, and armploysses {f}ermmi*‘w for Articie 19 refered 1o as "Blale of Ardzong™) fiom
and against any and all claims, sclions, | sbzisizm‘ damages, losses, of expensss {including oourt costs,
allorneys” fess, and costs of claim processing, investigation and litigatinn {hil!"é:‘ inafter refarred to 23
“Ceims”) for hodily mgwr*» ar persanst mwy wu!uc ing desthy, or loss o uamagw o tangible or Inlan »g%tzix,
;*zmwrtw caused, or alleged & be coused, In whols of It gatt, by the negligent o williul aols oy omissions
of Lessee or any of s ownerg, offivers, direclors, agants, e;“npn:};m% or sublessees, avsing out of or
related 1o Lessee's oecupancy and use of the Leased Land. Itis the specific intention of the pa;ztlea that
the State of Aridons shall, By sl wlences, except for Claims arging solsly from the pegligent or Wil
ants o omissions of the State of Adzona, be indermsified by Lessse from and aganst any and sl ciasn‘g,,
H s agresd dhat Lesses will be responsible for primary loss ihvest z:gai on, defense and udgment oosts
where this indemndfication s spplicable, This indemally shall rot apply I the Lesses or sublesses{s)

isfare an agency, board, copynission of ubesrsity of the Staleof Arizona,

193 A Minimum Seope and Limits of Insurance. Lesses shall procure and maintain untd such time as all
abligations undsrthe terms of this Lease sre met, hstrence against olaims for njury to persons or
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damags o properly whichmay arige frem o i connsction with the Leass,

The insufsnce requirements horely ara minimum fequiremants for this Leass and in nooway it the
indemnity covenants contained in this Lease The Bileof Arizong in no way warrants that the minkim
s contained berein s sufficient 1 pritent the Lessee from abilitles that might anss culofihe

performance of his Lease. Lasses iz Tres to purchasy additional nswanse.
Lasses shall provide coverage with fimits of iability notless than those stated below,

1. Corunercial Seneral Ligbillly {DGL) ~ Ocourrencs Form

Policy shall include bodily Injury, propery damage, personal and adhvedising ihjury, Explosion,
Cofiapss, and Undergrotmd (KGLE, aad products and completad oparations.

» - Generat Aggregals $2.000,000
s Produsts - Completed Oparations Agoregals 1,000,000
»  Pargonal and Advertising njury $1,000,000
# [Damage to Rented Pramises & 55,000
« Each Ocourrense $4,000,000

& The policy shall be endorsed, as required by this Lease, to include the Slale of Adzong,
and its depsriments; agsncies, boards, sommissions, universities, officers, officials,
agents, snd smployees as additional sursds with respect to abiily ariging dut of the
usE andior accupandy of the Leased land.

b. Policy shall contain @ walver of subrogation endorsement as required by this Lease in
favor of the State of Arizona, and its departments, agenvies, boards, commissions,
universities, and its officers, officials, agents, and employees for losses arising out of the
use sngdor-oocupency of the Leased Land,

2. ExcesgiUmbrella Ligbility In the minkmum amount of 35,000,000 to follow form the primary COL
pohoy.

3. Business Automohile Liahility. To cover all owned, hived andior nonowned of Lessee in the
rrisdmun amcant of 1,000,000,

MOTE LIMIT:
i hazardous materials ars (o be transported 35,000,000

i the Lease includes hazardous materials ansporiation, the automobdle abiiity poliny shall
incinds the following endorsaments:

s OA 5848 Pollution Liability ~ broadensd coverags for covered gulns
s MCSH0 (Motor Carrier Act) — endorsemeants

a. The policy shall provide Autorohbite Pollution Liability specific to the transportation of
hazardous materials.

The polioy shall be endorsed as reguired by this Lease, foincluds the State of Arizona, and il
depaiiments, agencles, bobrds, compnissions, ubiversiies, officers, officlals, agenls, amd
emfiployess as addiionsl nstreds with respect o labillly arising oub of the sotivitles performed by

of on belalf of the Lesses, involdng adtormobiles owred, leasad, Mrad or borowed by the
Lesson,

Policy shall contain a walver of subrogation endorsement as required by this Lease in favar of the
Siate of Arzona, and s departments, agencies, boards, commissions, universitiss, officers,
officials, agents, and smployess for losses ansing from work performed by or ob behalf of the
Lassae,

%
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4, Worker's Compensation and Bmployers” Liability

# Wwé\ 8" Compensation Statutory
o Emplovers’ Lighility

Fach Ag gH 4,000,000
Disease ~ Each Employss H1,000,000
Diseass — Falloy Limit $1,000.000

#. Polioy shall nontain 2 waiver of subrogation sndorsernsnt ag required by this Leass In
faver of the Slale of Mvlzona, and s deparimends, agwmmc boards, commissir
universities, officers, officials, agents, el smployses for lsses sl mg from work
performed by or on behaf of the Lesses.

hall not dpply o0 Beparately, BACH gonbractor or suboontiatisn

& 23-801, AND when such contractor or subsonbracter exesties i%“sa
Siole nggmm Andepandent Contractor) fonm,

(i}

b, This reiuirerment
sxsmpbunder A8,
appropriale walser

¢-.§1}

5, Lontractors {Lesseg’s) Pollution Lishility

For lossgs caused by pollution cohditions that atiss frony the operations of the Lessee gw desoribed
i thiz lease, Lesses gl 3% aleo require 5 contractoris) lo provide coverage foracviiss performed
by oran behalf of the Less

Each Ooowrrence F10,000,000
Ganerst Agaregale FAG000.000

a.  Coverage must be identified ag specific o the operations as dezoribed In e Leass,
b Must inchude coversge pollution fosses ansing out of completed oprrations,

o, The policy should be wiillen on an "ocourrence” basls with no sunes! dlauss,

o, Pollation coverags must apply i sl phases of the work desoibed in the Leass

&, The polioy shall indhule coverage for hodily injury, sickness, disease, mental anguish-or
shuck sustained by any parson, ncluding death and medizal mondtoring cosls.

£, The polloy shall inchede coverage for proparly damsge including phiyvsizsldasiage toaf
gastruction of tangible property el the resulling lnss of use theren!, clean-up tosis, and
the loss of use of tangible property that has not been physically damaged or destroyed
including diminution nvalue,

g. The policy shell nclude coverage oy Enviponmental damege cluding physical damage
o soll, suface water or groumnd waler, or plant or andmal life, caused by Poliution
Comgliions and ghing dse o Cleanup Cosls

B The polioy shadl include deferss inghuding costs, sharges and sxpensas incurred i the
investigation, adiustment or defense of glaims By such coonpensalony damagss,

i The pdioy shell includs coverags for psbestos angd lead, misdd, and noexchusions.
b Thie policy shalinclude Non-Owrigd Dispossl Bite covenage.

k.o The podicy shall be endorsed as required by ihis Lease to inglude the Stale of Ardsong,

srd s depsrtments, agencies, boards, commissions, universiliss, officers, officials,
and ey rees a5 addiionsl insureds wiﬁ) respast-io lablity arsing out-of the
g5 peiformed by or on behalf of the Lesses,

acH
raguired by this Leass i

5. bosrds, tommigsions,
ses wrising from werk

L Paolicy condain 8 wabkesr of subroga iw‘z endorsernant as
favor of the Stele of Anzona, amd s depariingnls, agen
universities, officers, officials, asgenis, and smployses for I
peyformsd tw af vy behalf of the Losses, '

&

{;’1

Lt

ED_002547_00000042-00044



g Bhould sy of the vk involve reatment, storggs or disposal of hazardous wasiss, e
Leszes shall Bund dig an Insuranng m;ifaai& from the disposat Iaclily esipblishing hat the
'?8&2?%??}‘ aparaier i aintaing current Poliution 1 Legal Lisnility Insurance In the amount of nt
legs Hhan §30, ffw(} 00 neEr oUOlTeng 5 F1O000,000 annual aggregete and will cower
buddaﬂ ardd gradus! polintion ;mrag prising from the facility, associeted with work
parfonmed under this Lease.

Minimum Scope of Coversge For pollulion lnsses arising fom the Lesses's opsration,
coverage shall apply to sudden and gradual poliution conditions including the discharge,
dispersal, relegse ur escaps of smoke, vapors, o, fumes, sokis, sihalls, tods
chemicals, Hquids or gasss. wasle materials or other imitants, contaminants or pollutants
into or uponland, the aimosphere or any walsrcourss o body of waler, which resuis i
Rudily Injury or Proparly Damags, The policy should include the foliowing coverages:

b

i Bodiy inlury, shdiness, disssse, mental anguigh or shook susiained by sy
person, nluding death snd medice! remilering costs

i Property demisge, including physical infury 1o or destnaction of langible propaty
ncludh ing e resulting foss of uge tharsof, c;iasrzmu;z oxts, arwd e loss of use
of tangible pmgﬁw ihat hes not hesn physiosily Injursd o desoved and
chimninution i value,

8, Poliation Legsl Liabillly
Lesses shall provide coverage and cause its conlmacios} fo provids soverage as required for the
asceptancs, slorage or disposal of anv hezardons mgterials, with Binits of af least
Each Oontirenos 90,000,000

Annus fmaugmm $H000,000
a. Coverags must be fdemifffed az speclfic fo the operations and specHic sitefs)
described in the Lessa.
s, Pollulion soverage must spply o all ncations ulilized for the acciplands, Slofage or
disposal of ary hazardous materigls
g The policy shell includs bodily indry, sichnass, dissase, menial angiish or shogk
sustained by any person, including desth and medical meniloring costs.

d. The policy shall inchude properly {;ﬁfzm& incluting physical damage
fangible properly nchuding the resulting nsg of uz‘;é thersof, clegrun

of use of tangible property that has ﬁff{ Baer n physicatly damaged

. For losses that aise from the dispossl faclly that 3 sopepling hasgrdous maleng),
ooverage shall app,w o sudden and non-sudden polintion conditions dncluding ¢
disohargs, di»»pﬁsraa:’, relense or escape of 3;}393@3, YEDOTS, s«m‘r; fumes, acids, alkalls,
toxic chemicals, fquids or gases, wasts materigls of other Jwitants, contaminants or
aoliutants into or upon fand, the glmosphers or any walercourss o b ddy-of walsr, which
results in cleanup costs, badily injury or property damage.

. The ;jo”‘ shall inchele defense, noluding costs, charges and erpensss incumsd in the
Investioat m %ﬁ;a stment or defense of clgims for such compensalory damagss

g. The pf oy shiall be endorssd 38 required m this Lease, lo/hclhude the Siate of Arzong
andd s deparbnenis, 8g f“C *@&e, bosrds, comnissions, universitiess, 47 m mis
ag&z‘;i& and smployess as additionsl & 51 rgds with respect o pbilly arising out of e

activities peiforned by or on bohel of the L 2E50E,

B, Foligy shall contain g wahey of subrogation sndorsement 88 roquivesd by this Lease
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favor of the Siele of Arzona, and s depariments, sgenoles, boards, commissiong,
universities, officers, officiuls agenis, ol emplovess for osses arsing from wk
perfutrmed by or on beball of U Lesses,

8. Addiiona! Insurance Reguiremenis. The polickss shall include, o be endorsed o include, these
provismng:

4. The State of Arlzona, and s deparbents, agencies, boards, commisgions, universities,
officers, offivials, agents, and employses wherever additional insured status is required.
Such sddiional insured shell o covered o the full timite of labllity purchased by Lessse,
aven if those limils of labilily e iy ekcess of those reguled by his Leasse

2. Lezsee's inslrance ooverage shall be primeary insurance with respett o ol other avbllable
BOHCESs.

Lo

Doverage poovided by Lesses shall not be fmitsd I the lisbillly assumed under the
indemnification provisions of this Leass,

4, If Lesses’s Contractors andfor Subconbraciors donot have or cannet oblain such coverage,
Lessees’ gerlifivatels) may inglude all By Conteaclors/Suboontiacions as insureds under fis
poligies of Lesses shall be responsible for enswing andior werifving that sl
Conbractors/Subrontractors have collestabds insurance as evidenced by the certificates of
rance. and endorssente for each ConbaclovSubconiractor. Al coverages for
ContractorsiSuboontraciors shall be subisc! o the applicable nsurande requbaments
identified above, The Department reserves the right fo require, &t any fime, grool fitwn the
Lessee thad its Conbraclors/Subonntraciors haws the retitired noverags,

U, Hotice of Cancellation: Each nsurance policy required by the insurange provisions of this Lease
shall not by suspendsd, voided, pancellad, reducsd n coverage or n imils excapt after thitly (30}
days’ priorwiitten notlcs has been given o the Stale of Arizona. Such notice shall be sentdiractly i

Minerals Section

Arizons State Land Departroent
1516 West Adams Shresd
Phoenly, Atizong 85007

and shall be seat by gertified mall, retlurireceipt requested,

I Acceplabillty of Insurers. Lesses’'s swance shall be placed with companies lcensed In the St
of Arizons or hold an approved norestdmited sistus on the Arzong Department of Insuranee List of
Graaltfied Unsuthorzed Ingurers. nsurers shall have an A0 Best” rating of not loss than & Vil The
Siate of Adxona in no way waranis thal the above-reguired minimur insurer rating e sufficient o
protect tha Contractor from potential insurar msolvangy,

E. Veriflostion of Covergye Lesses shall furnish Lassor with cerlificates of insurancs (AUORD form or
aguivalent approved by the Stale of Arztna) as requirsd by this Lease. The verlifinates for sach
insurance policy are 1o be signed by 2 person suthorized by that insurer to bingd coverage on ils
behall, Al certificates. and endorssmenis ae o be recsived and approved by Lessor befors the
Legse Tenm commences. Eachunsurance polioy required by this Lease must be b effect sl or pior 1o
the commentsment of this Lesse and must remaln In sffest for the duration of this Lease. Fallure o
mainiain the nsurance policies as required by this Lease o o provide Hinely svidence of renswal wil
e considered a material breach of this Losss. Al cartificates required by this Lease shall be sent
directly o ths Department. The Deparliment’s Lease aumber 11285007 and focstion desaription of
the Lesmed Land arg o by noled on the ceddificate of insurance.  Lessor reservas thstightl to reguirs
complets, cartified coples of all inswrance policies and endorsemants requirsd by this Leasse at any
Hrvns,

ik
]
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¥, Medifications; Any modificalion orvanation from e Nguranee ra gasiror‘rnnm in this Let;ge shall be
made by the Lessor i consultation with the Arizons Depatiinent of Administration, RigK Manadement
Divisinn. Suely action-will not regquire 3 formsd Lesse smandmant but may be made by sdminisirative
action.

3. Approvel; The Lessor reserves the right to review, or make medifications to the insurance Himils,
raquired coverages of endorsements throughou! the e ofithis Lease as deemed necessary. [ such
event, the Lessor shall provide the Lesses with witten notics of such and tha Lesses shallcamply
within thirty (30} days of redeipt thereof.

Artcls 20
ERNVIRONMENTAL MATTERS

204 Definition of Regulated Bubstonces and Environmental Laws. For purposes of this Lease, the term
“Enviranmental Laws” shall include but not be limited o any relevant federal, state or local environmenial
laws, and the regulstions, rulss and ordinances relating lo savironmental malters, and publications
gromulnated pursuant to the federsl, stels and local laws apd any rules or regulations relating
snvionimental matiers applicable o Lessed’s operalions on the Leased Land. For the purpose of this
Lasme, the tenh "Regulated Substences” Sﬁai include but oot be lmilsd o subslantes defingd a3

“ragulated substancs,” "sofid wasta," "hizardoUs waste " "harardous mstarals” "hazardous subsiantes”
“toxie materials,” “toxic substances” “inert materials,” “pollutants” “toxic polltants.” “herbicides,
"ﬁmgi{:ides “rodenticides,” “insecticides,” contaminales, "pesticides,” “asbestus” “envionmental
nuisance,” "oriminal ithering, " or "petroleum products” as defined in Environmental Laws,

20,2  Complance with Environmental Laws, Lessee sihall stictly comply with all sppliceble Environmental
Laws, including, without mitation, water quality, air quality, and handling, transpodation, slorage,
reatrosnt, or disposal of any Reguiated Substanne on, wder, or from the Leased Land, Without fimiting
the forggoing, compliance includes that Losses shall 0 e::f:smpy with 2l reporting obligations Imposed
under Environmental Laws; (i} oblain and maintzin 2l permils required by Environmental Laws snd
provide coples to Lessor within ten business days of receipt of the permits; {iil} provide copies of all
documentalion relating o the Lessed Land as required by Environmental Laws o Lessor within fen
business dave of Lesses's submittal andlor recelpt of the documentation; v} during the Term of this
Lease, ovide coples of all information i récelves or oblaing regarding dny and all environmenial rhatlerg
relating (othe Leased Land, ncluding but not limited 1o enviroimianial atdits relating 1o the Leased Land
regardiess of the repson for which the information was oblaingd or whether or not the Information was
resuitad by Environmyental Laws, and iv) pravent reatment, storage, disposal, handling or use of any
Regulated Substances within the Leased Land without prior wiittsn authorization fromy Lessor,  The
permitted Use of Regulated Substances i the performdnee of ledse atlivities shall nol exempt Tutine
obligation of Lessee to remediale any snvironmental condition that may result frorm such tse. Lessor
retadng fulbright to requirs fulurs remediation orrestoration.

203 Duosionsted Complisnce Offlcer. Lesses al alf times shall smploy or designale an 93{1’%@!”!&2 gmployse,
consultant of represeniative (the "Designated Compliant Offfices”) who I8 responsible for Knowing 8l
Environmental Laws affecling Lasges and Lesses’s business and muoniforing Lessge's continued
comipliance. with Spplicable Environmental Laws.  Upon request by Lessor, Lasses shall make tha
Diesivnated Compliance Officer avazl%iw fo discuss Losses's complignne, answer any questions, and
provide such fepa% and confitming information as Lessor may teasonably reguest

0.4 Emi;’nnm&‘m%ai Audit. Atany tme, Lessor may request Lesses o provids an environmenial audit of the
Loased. Land parformed by an Adzona registersd professional enginesr or an Arlzona regisiersd
gopingist. Lessee shall pay e entive costof the sudil,
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2.8 Environmenisl Sssessment. At any me during the Term of this Lases, with reasonehis cause, Lessyr
oy requirs Lesses to oblsin o Phase | emnvironmental axsessmant of the | L,amé g)r;i?mmﬁd
avoordancs with most currant ABTM standard J}f ary Ariz Gﬂd repisderss ;:mfe emrrfsi gnginiesr o an
Arizona registered geologist.  #, based upon the Phase | soviropmentsl assessment or Hs own
independent investigation, Lessor identifies any possible viplation of Environmental Laws or the tarms of
this Lease, Lessor may regulre Lessss 1o condunt additionsl epviponmendal assessments as Lessor
doems appropriate Ty the pupose of snsuring thal the Leassd Land are In compliznee with
Envitonmental Laws, The Phese | assgssment, or any gther assessmearnd required by Lessor, ahell be
obiained for the banellt of both Lasses and Lessor, A copv'of the Phase | repart shall be provided buth o
Lesses and Legsor Lessor, in its sole dscretion, shell have the right 1o requirg Lessee o parfonm
additiona! assesaments of any damage to the Leased Land arising aut of any violations of Environmental
Laws. If Lessy e fails to obiain any ¢ assessment required by Lessor, Lessse shall pay the sntire sosisof
Ay and all assessivents required §:= Lessor, notwithalanding the sxpialion or lermination of this Leass,

and against any and all Hability, obl igations, losses, damages, penalties, ¢ claims, envimimenial response
and clesnup cosls and finas, and actions, sul 23 costs, taxes, charges, sxpensss and dshurserments,
r;;::iwi ing teort es and expenses of whatevsr Kind o natre {collectively, “claims” or "damages”

mposed on, nourred by, o reserved sozing L Sa0 r in any way relating to or arising out of arny non-
rmx;sizanz:*e bu Lessae, Lesser's sucoessors of sublessees, with any Environmental Laws, the exislence
or presence from and after the Commancament Ba\f@ of this Lesse of any Regulated Substange, on,
under, o rom the Leasad Land, and any olaims or damageg in any way relating to or adsing out af the
remwal, freplment, storage, disposition, miligation, dlsanup of 12 med}mg; of any Regulsted Substancs
o, under, or from the Leased Land by Lesses, IS agents, contractors, or subconiracions,

206 Indemnity for Environmenial ﬁﬁmug Legsee shall defend, Indemnlfy and hold Lessor harraless from

2007 Beops of ndlemnity. Thisdndemnily shalt ingluds, withoUt imitation, clsims ordamages arising out of any
and all viclations of Environmental Laws regardless of any real or alleged fault, negligence, st
migoonduct, gross negligence, breach of warranty, or st i i ity on the padt ol any of the Indemnilizs.
This indemnity shall survive e axpiration or lerminalion of thi s Lease andfor transter of 8l or any poris
of the Leased Land and shall be governsd by the lews of the Stzsim

20,8 Lessee's Participation in the Defense {n the event any action or olaim is brought or asserted against
Lessor which is or may be coversd by this indemnity, Lesses shall fully cooperate and pay for the
defense of the action or clalm including but no %‘n%ﬁad o the following: ) the conduct of any required
dleanup, removal of remedial aations andfor negotistions, (i} the condust of any procesdings, haanngs,
ardéor Higalon, and (i) the naggi;at jon and linalization of any agreement o selifement. Lessor shall
retain the dghtto make el Tinal decisions congerning the defense.

208 Restoration. Prier io the lermination of this Leg ase and in addion io those obl g%’ﬁma st Torth i this
Leass, Leszes shall reslore thy besssd Lend by removing o mmm;aimg any angd st Regdated
Bubstances I the satisfection of the Lessor. In addition, the restoration shell ine u«:ism b st e Hibed
o, removal of all wasts «m;j debris deposited by Lessee. I the Leased Land or any portions thereol arg

damaged o destroved om the sxistence or presence of any B Regulsted Substance or if the Leassd Land

or any portions thereof are {j&};ﬁgﬁa of destroyed It any way relating o o aising out of the remova,
weatment, storage, disposition, miligation, deanup or re«mﬁdy ing of any Fagulated Subslange, Lesses

shall arrange, &l His gxpenss, for tha repain, removal, remedistion, resloration, and reom onstruction o the
Loased Lam and groundwater in agoordance with the approved ming reclamation and clostre plans

£ & 22, iy any avent, any-damags, desiruction, of restoration by Lesses shall ngt relieve Losses

i}hoatirﬂs and Habififles under this Lease. The insurance provisions within this Lease shall

f‘@m Hin in place untl such toe as the reauied restoration i complete anl approved by the reguintory

authority andthe L

S5 ‘“{JF

1
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Articte 21
WHNE OPERATING PLAN

214

4 am, with an approvad Mine QOperating Plan, ai}méiw{j asa ;mff,, of

Ls&sm& Wi .m:rai E}evaiﬁpm&m ilwpari eﬁii _f;:{i W .rzsrasi EE iresf*izan Oo@ csin 03] ?’.Km = P@{,u :

final, approved Temporary indivici: fxq;;' er ?;0 “ 10* mnt f‘»ir* ?‘ 3{}’?’36{3) whish Le%we mus i(ﬂ}fe&
fromy the Aritona Depariment of Ervirorrnental Qualily PADED". The Ming C}juamg Plan is o spnform
iy the Deparim @miﬁz plan requirsments, and be submitted s sl approved by e Depatiment prior o e

commencament of any operation upon the Lessed Land,

.2 Lessee Perfonmance. Upon spproval, Lesses shell perform all operations In 8 manner and time
consistent with the Mine Operating Plan.

213 Mine Operating Plan Amendments. Amendrments o the Ming Operating Plan must be filed with and
approved by the Department whensver the operation deviates from previou%iy approved plans, inclugding
ming sxparsion, Any amendments o the Mins Opfm{mg Plar will roguirs w:»:mr}ag fothe A %;3;‘0%::5
Reutomalion Plan i Article 227 angd mey also renuies changss 1o the amount of ihe Reclamation Bond in
Arficke 2.8 Upon complation of the Production Test Faollity, and belors ix sssae sharts e commercial
phass of %he mining operation, *%w iﬁ ing Upersting Plan snd Approwed Redamation Plan will regudns
major arsnding or f;:om;;»,&%»:: revisio

284 CompHance of Agents and Subcontractors. Leszge shall comply, and asmire hat & s\sgm’i&,
sublessess and subcentisckors comply with the applizabls s r‘zs;zert’mon laws and Qrcis;zames partaining
to operation of frucks on roadways and Lesses shall constlt with the Atizons Depatimient of
Transporiation o address safely Bsuss.

FLE Overburden Ples. Dresrburden plies sasoliant from mining shall be placed and maintelned [with riprap |
necassaryt o prevent any eroded sediment from enfaring washes.

appropriste slgps requited o conligl runoll, minimide t%ms:m maintain wabsr quality and olisrwis
prevent any atdverse impacts on perennial surface Hlow. Fallure to comply with such requirements sha
consttues o defaull bersunder. Suzh mport b sublsct 1 i.flfs&iﬁfis approval s Lessor may seak nput
from ADED. A% no Yme will Lessas armsi & perrnanant body of water, notidentifisd in the ATEG permi,
o e roanisined on e sile) howger T ig s:;krf}’ sieshoedt It heavy rain falls andior wat geasons may
resilt in slorm water leminorarily collsg mg} on the Leased Land.

256 Drainsue Report Lesses shall prepars and submi o Lessor g drelnags repord which identifles
:>
i

Article 22
RECLAMATION AND CLOSURE PLANS AND CONDITIONS

224 Delalled Reclamation and Closure Plan. Lessse shall ool commence mining astiities unless g uz si
Lessor shall have approvad i writing the Reclamestion and Closurs Flan PMAggroved Reclmiation P
including any-amendments thersto, submiited as part of Lessed’s Mitersd Ddvaelopinent %’%&g}ﬂ*i emstf»@(ﬁ
“Wingral Exbraction Operating Plan ~ Reclamation and Closure Plan® as reviged March 13, 3004, The
Approved Reclamation Flan shall comply with Lessse's Enal, spproved Temporary Individual Aqguiter
Protegtion Permit {No. P-108280), which Lesses must abtain from ADED inclugling the Closurs ans | i‘-‘z’mt
Closure Plans. Reclamation shall include contouring andd land St,,apmg e nd o miglth b oa mz\a.:zz!
manner e surrowding nalive andscape and lndforms and shall Be performad concurrent with anguln

mining aclivities o the axlent practivable. Reslamation shall e uﬁf’ progesses and procedures xg
identifid in the Temporary Individual Aquifer Prddection Permil, and ag approved by the Lexs

i
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sontouring and landsoaping st other portions of the Sinte Trust lgnd pare!
ioaily identified in o made Qafif,;fiw Approved Reclamation Flan,

Feclamation shall glso ndlide
dishrbed by Lessoe notspei

22,2 Final Reclamation Lessee shall complete fingl reclamstion within ore hundred twenly (120 days

iollowing the ‘erid of the Lease Term. Sush final reclamation shall be in accordance with the Appreved
Reclamation Plan.

223 Heclamaetion Bond, Upon lLessors approval of the Approved Rechmation Plan sod ooor 1o the
rc\mmenwme it of mining achivities, Les%e hall provige Lessor with a bond-or other form-of seourity to

naure the full performance of Lessse’s reslamation and closure activities.  The form of sush bond or

seourity shall be sublect to Lasaors Wi’}ﬁ»: approval.  The amount of the bond or securfly shall be

%63 00000, This amount s infended to cover reclamation of the approximately 14 aores of surfacs fo be
sed By the Production Test Facllily of g cost of 34,5800 .00 per aore.  Upon completion of the Production
Test Facility, and belfore Lessee slars the commercil phase of the mining operation, the smbdunt of the
Lmnri or sracurﬁ; will be reasssssed. AL Lessee's supense, Lessor roay oblain the services of a:consultant
to help determing the amount and sufficiency of the new bond or security requirement based on the then.
prevailing reclamstion costs and the progress of Lessee's cuncurrent reciamation efforis. Lessor shall
have the sols discration to delermine the acceptable amount of bond or securlty if conditions change
during the term of this Leass. When Lessor nolifies Lessse In willing of e socepiable ampunt of the
bond orssourity, Lessse shall Ingrease or degrease the bond orsecurifywithin thirty (30} days thereafter,

Article 23
MISCELLANEOUS

234 Leosses Righls. This Lease granis Lessee unly those righls exprassly granted herain:
23,2  Leasse Governance This Leass shall be governad by, construed, and enforoed ascording o State laws

3.3 Applicable Rules, Regulations, and Laws This Lease is subject to 312 gurrent and subseguantly
enacted rules, regulations and laws applicable 1o Blate land as though fully sat forth herein,

234 Fee interest Mo provisions of this Lesse shall arsale any right or inferest in Lesses 1o @ fee interest in
the Leased Land

235 Mon-Availability of Funds. Bvery obligation of the Slste under this Leass 5 condifionsd upen the

avaliabiity of funds appropristed or sllosated for the payment of sush obligation. I funds are not
immad ”3&"1{1 e,&eng ‘313& far the cm’*?wmﬁw e:}f ’mm 1 e”&» s this Lease may be terminaled by the Stale o
¥ shall acorue to the Siate il his provision'is
o m ab.e for any fulurg payments o any damages 8% 2

oxerci su;z, aﬁrﬁ %im ai:it& s;n::i! nm be obi g:z,a::
reswllof fermination under this paragraph,

b
Rk
3

Mon-disorimination. Lesses shall comply with Exagutive Order 99-4, which mandstes thet all persons,
regardiess of race, solor, refigion, sex, age, national orgin o political affifiation, shall have equal acces
iy amiploymaent opporiunities, and ol ofher sppiicabls Slate and federal emplovment laws, rules, and
raguistions, ingluding the Americans with Dissbiliiss Acl. Lasses shall iake affirmstive action toensine
that applicants for employment and smplovess are not discriminated against due to race, creed, color,
redivion, sax, national arinin or disabilily,

3.7 Lessor Liability. Lessor shall be ey whelly absolved from any liability ?c dafiages which might
result to Lessee in the ven%: this Lease is found m he vaid, canceled, forfeited or tsrminaled price i the
Expiration Hate or inthe event this Leass i3 not renswed,
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238 Failyre to Regeive Tille I, for any reason, iLis determined that Lessor has falled to rezeive lithe to any of
the Leased Land, this Lease s vold insefar a3 itrelated tothe Legsed Lend fo which Lesser has failed in
receive tifle.  In such event Lesses walves all fig i o any sompensation as sgainst Lessar, exdept
prorated mimbursament for prepaid rent.

23.8  Ressonable Aftorney's Fees. In any action adging out of s Lease, the prevailing party shall recover
reasonable stiorneys’ fees incurred tharein in addition to the amount of any judgment, costs and other
expenses as delermined by the zourt I the case of Lessor reasonable stiomeys’ fees shal be
calculated at the reasonahle market value for such sarvices when rendered by privete counss
notwithstanding that It is represeniad by the Arzona Allomey Qenerals Dffice or by otber salaried
sounsel,

2310 Arbitration. In the avent of 2 dispute between the parfies o tm Lease, itis agreed o use arbitration io
resolve the dispute but only to-the exstent required by ARS8 §12-1818; aﬂa:i, i1 no event shall arbitration
be employed o resolve a dispute which is otherwise subject fo Judiclal review pursuant o ARSE. §12-
98‘% &t seq and administrative review by the Depariment pursuant to statute or Department

25711 Document Delivery Regulrements. Any nolice to be given or gther dogumenis to be delivered by ong
parly to the sthershall bedn wiiling and served by personal delivery of by depasiting same by the United
States mall, postage prepaid. Correspondence to the Department shall be addressed as follows:

Minerals SBaction

Arizona Siate Land Depariment
1618 Wast Adams Sirast
Fhosniy, Arizong 85007

Correspondencs to Lesses shall be made o the address of record 2s indicelad following Lesses's
signature line(s) herein. Each party-is obligated to promptly nolify the other party inwriting of any change
in the foregoing addresses. Notice shall be deemad adequate if sent to the last known addrass of record.

2312 Effective Lease Terms. Any attempl o assion, sublease, convey, and transter or gtherwise disposs of
any esfate of inferest in this Léase, fora time pariod that Bkoeads the Laane Tenr; shall 10! be effactive
and shall be cause for cancaliation.

2343 Lessor Supervision The Department shall not be regponsible for the supervision of any- activities
conducted under the terms of this Leass,

2314 Current Lease Agresmert This Lease, together with all attached Appendices, embodies the whols
‘agrazinent belveen the parties. This dosurment s supersedas all previous eommunications, reprasentations
and agreemants, oral or written, belween the parties. There are no other agresments o terms, pral or
writtar,

23.15  Lease Execution. This document is submitted for sxamination, This is not an oplion or offer to lease or
grant @ permit. This document shall have no Bifding effect on the partiss Unless and witil exeduted by
Lessor (after exeoution by Lessee), and & {Ully exsouted copy 15 delivered 1o Lesgee,
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Article 24
ASBIGMNNENT

20 Loase Assignment Lessee, If nol in defaull in the payment of any monies owed the Slate n regard o
s Lease and having kent and performed sl the comditions of s Lagse, may, with the wiitlen consent
of Lessor, assign (48 Lesse.

242 Fillng Lease Assignments. Copies of assignimients peftaining to the Leassd Land shail be filed with
Lassor,

Article 25
RENEWAL

254 Leass Renews! Upon application o the Departmient not less than thitly £30) nor more han ong bundrey
and twenly (120} days prior to the Expiralion Date, Lessse, if 2 bona fide resident of the Siate & legelly
authurized B ransact business v the State, shall have ppreferrad right o renswal Tora 1o a5 Drovided
by lav, bearing sven date with the Explration Date subjectio regdiramenis of AR S § 37884 and AR S
§EP285 f applinable. The praferred fighl of renswal shall not extend to Legses I therg has not Boen
subsiantial cormplianoe with the tlerms of this Lease or i ihe Léassd Lond was not used as presoribed I
this Leass, unigsg Tor good ceuse the fellre fo parform was given witten authorizetion by ths
Department. if the Department determines the continued leasing of the land to Lessse lv notin the begt
irterestofthe State, this Leass will not be renawed.

Articie 26
HOLDOVER LESBEE

269 Supsaderof Possession Within ong hundred beendy (130) days after supiration or lermination of this
Lomse, Lassee agress 1o surrsraler fo Lessor peacsful and undderrupisd possession of the Leased Land,
Holdover tlengncy by Lestes s prohibiled and shall be deamed 2 trespass for which Lessor may soell all
anprapriate legs remedies) sxocept that Lesses i In good standing and who has Blad a Umely application
for ranews! may continue o scoupy aud use the Leased Land with Department approval pursuant to the
tenms of this Lease, pending action on the rensws! application by Lessor

21
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Appandix &
LECAL DESCRIPTION

STATE OF ARIZONA LAND DEPARTMENT
1818 Y. ADAS
PHOENIX, AZ 85007

KE-LEASE® 11-26500-00 APPTYPE. REMEWAL

LAND # LEGAL DESCRIFTION

T45, ROE, 828 MZSE

AGREAGE

160.00

22
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Appendis B
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I WWITRESRS HEREOF, the paries harsto have signed this Lease offective he day angd vesr sub fortit in Avticle
21

ARIZONA STATE LAND DEPARTMENT FLOREMGE COPDER ING,
Htate Land Commassionge sfwar o

By:
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ATTACHMENT D
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Mineral Lease No. 11-26500 Production Test Facility:
Mineral Extraction Operating Plan / Reclamation & Closure Plan

2. RECLAMATION AND CLOSURE PLAN

This Reclamation and Closure Plan (RCP) addresses the reclamation and closure of the pilot-scale PTF
that Florence Copper proposes to construct and operate on State Land under Mineral Lease No. 11-
26500. The PTF is described in Section 1.1. Florence Copper has received a Temporary APP
(No. P-106360). The Temporary APP will expire after one year but may be extended for up to one
additional year. If ADEQ and USEPA issue permits authorizing commercial ISCR operations before
the Temporary APP expires, all PTF components will become subject to the closure requirements of
those permits. If permits authorizing commercial operations are not approved before the Temporary
APP expires, the PTF will be closed and post-closure monitoring will be performed in accordance with
the Temporary APP. In all cases, the PTF operations and closure and post-closure activities will also
be subject to requirements of permits issued by USEPA.

Section 2.9.2 of the Temporary APP describes the groundwater restoration process required to meet
APP and UIC closure plan requirements and to prepare the PTF site for reclamation required by
Mineral Lease No. 11-26500. The closure plans require the restoration of groundwater within the
injection zone and the plugging and abandonment of all wells in the PTF well field. The Temporary
APP closure plan also requires the removal of all material used in or produced by the PTF, including
liquid and sediment in the water impoundment; all process equipment, tanks and structures; all liners
and equipment used in the water impoundment and runoff pond; and all piping and liners associated
with the pipeline corridor. The Temporary APP closure plan also requires that soil be tested and
remediated as necessary to meet residential soil remediation levels (SRLs) and groundwater protection
limits (GPLs), and that all excavated areas be backfilled and contoured to natural (pre-operational)
grade. The estimated costs and financial assurance for all closure activities described above are shown
in Appendix L.

The closure activities described are to be implemented in accordance with the Mined Land Reclamation
Plan, accepted by the Arizona State Mine Inspector (ASMI) on 28 August 1997. A copy of the 1997
Mined Land Reclamaion Plan i included in Appendix P, Further, Florence Copper has met the
financial assurance requirements, consistent with the APP and UIC regulations, to ensure this RCP
meets the requirements for preparing disturbed areas for revegetation and revegetating the disturbed
areas. The areas to be revegetated include all of the area occupied by the PTF. However, the cost for
revegetating the water impoundment area and the pipeline corridor is included in the estimated APP
closure costs as described in Appendix L. The estimated costs for the PTF reclamation and closure
plan shown in Appendix L accordingly include all reclamation costs except for the costs associated with
the water impoundment and the pipeline corridor.

2.1 Reclamation Alternatives

The following discussion of reclamation alternatives is specific to the PTF, which is not a commercial
mineral extraction process but is a test facility proposed for the purpose of confirming and advancing
ISCR techniques for the recovery of copper from the Poston Butte copper deposit. Florence Copper
will apply for an APP and a UIC permit authorizing commercial ISCR operations before the Temporary
APP issued for the PTF expires. If the permits authorizing commercial operations are issued before the
Temporary APP expires, PTF operation and closure will be subject to the requirements of those

20
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Mineral Lease No. 11-26500 Production Test Facility:
Mineral Extraction Operating Plan / Reclamation & Closure Plan

permits. The commercial operations will involve most of the State Land. Therefore, it will be
necessary to develop a revised operating plan and a new reclamation and closure plan that will include
all areas involved in the commercial operations and all areas affected by PTF operations.

The RCP has been developed in adherence to the applicable requirements as set forth in the
Documentation Guidelines and Requirements for Mineral Operations on State Trust Lands, and the plan
approval criteria established under A.R.S §27-235.

The following discussion of alternatives is based on the assumption that permits authorizing commercial
operations will not be issued before the PTF’s Temporary APP expires, and that the PTF will have to
be closed in accordance with the Temporary APP and the anticipated UIC Permit. Because of the very
high value of the copper deposit beneath the State Land, it is assumed that ASLD would not consider
the preferred land use following the closure of the PTF to be a post-mineral extraction land use but
would prefer to keep the State Land available for future mining use. In that case, ASLD may request
that some components, such as the SX/EW, plant be left in place. Although leaving components in
place could form the basis of two or more alternatives, no information is available for estimating the
length of time the components would be left in place or the impacts that the deferred removal would
have on final reclamation costs. For the reasons described above, there appears to be only one
alternative for which cost estimates can be prepared. That alternative is the only alternative described
below.

2.1.1 Alternative A: Preferred Alternative

This alternative assumes that all areas closed in accordance with the closure plan included in
Appendix M will be reclaimed in accordance with this RCP, except that the reclamation of the water
impoundment and the pipeline corridor is included in the Temporary APP closure plan. This RCP also
addresses roads that will not be needed to provide access to wells located on State Land. Access to
POC wells will be required because post-closure monitoring will be required for the PTF and for the
larger FC project site.

2.1.2 Alternative B

Not applicable.

2.1.3 Alternative C

Not applicable.

2.2 Reclamation Approach

2.2.1 Proposed Area of Disturbance

The proposed area of disturbance to be reclaimed, as shown on Figure 2, includes 7,310 linear feet of

secondary access roads and approximately 11 acres of disturbance related to the installation and
operation of the PTF well field, the beneficiation area, and run-off pond and abandoned wells.

21
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Mineral Lease No. 11-26500 Production Test Facility:
Mineral Extraction Operating Plan / Reclamation & Closure Plan

2.2.2 Equipment and Structural Removal

Removal of all equipment and structures is covered in the Temporary APP closure plan included in
Appendix M. PTF wells will be plugged and abandoned in accordance with Arizona’s relevant well
abandonment requirements (i.e., A.A.C. R12-15-816, A.R.S. § 45-402 e¢ seq., and the ADWR Well
Abandonment Handbook), as well as relevant and applicable Federal requirements (i.e., 40 CFR
§146.10).

2.2.3 Waste Dumps, Stockpiles, Tailings

The only stockpiled material existing on site will be material produced during construction of the runoff
pond and water impoundments described in Appendices C and D, respectively. All stockpiles will be
used to backfill pond or impoundment excavations following liner removal, or they will be removed or
graded to restore natural topography. Re-grading will be conducted in a manner that will minimize
storm water runoff.

2.2.4 Settling/Filtration Ponds

No settling or filtration ponds will be constructed at the PTF. The runotf pond and water impoundment
will be removed, re-graded, and revegetated in accordance with the Temporary APP closure plan
provided in Appendix M. Following removal of the pond and impoundment liners, the excavations will
be backfilled and re-graded to restore natural topography minimize impacts from storm water runoff.

2.2.5 Roads, Power Lines, Water Lines, Fences

Roads will be scarified and revegetated. Power lines, water lines, and fences will be removed in
accordance with the Temporary APP closure plan provided in Appendix M.

2.2.6 Post-Mineral Extraction Site Preparation

Site preparation will include scarification of disturbed areas, which will provide a shallow ripping of
the disturbed surface areas to promote seed germination and inhibit runoff.

2.2.7 Revegetation/Seeding
Hydro-seeding will be used to revegetate disturbed areas. Seeds will be applied as described below.

SEED MIXTURE

Induced or | Minimum Seeding Rate
Plant Species Natx:ve Pretflpxtatxon, Per Pound (pounds per
Species (inches) acre)

Seeds

Inland saltgrass Native 520,000
Castle Valley saltbush Native 6 30,300 4
Shade scale Native 4 64,900 3
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SEED MIXTURE

Seeding Rate
(pounds per

Induced or | Minimum
Plant Species Mative | Precipitation
Species (inches)

Seeds

Per Pound

Sideoats Native 191,000

Bottlebrush squirreltail Native 192,000 3
Alkali Sacaton Native 1,758,000 2
Arizona cottontop Native 980,000 2

2.2.8 Slope Stabilization

All slopes will be graded back to natural grade.

2.2.9 Erosion and Drainage Control

Drainage of the areas to be reclaimed will be by overland flow in their natural flow pattern to the south.
Contouring and scarification will be used to inhibit excessive runoff. Straw bales and/or silt fences will
be placed at select locations to inhibit sediment transport.

2.3 Reclamation Scheduling and Timing

Reclamation will begin following completion of closure in accordance with the Temporary APP closure
plan (Appendix M). Seeding will occur between September 15 and November 30.

2.4 Personnel
Reclamation will be accomplished by contractors directed by Florence Copper personnel.
2.5 Post-Mineral Extraction Care

The need for post-closure care will be minimal because all ISCR-related materials and structures will
have been removed from the PTF site, and all disturbed soil will have been returned to natural grade
and re-seeded. Post-closure care will include groundwater monitoring at POC wells in accordance with
Temporary APP and the UIC permit requirements. Monitoring personnel will observe the condition of
the site and will include notes regarding any unusual conditions in their quarterly reports. The cost
estimate provided in Appendix L includes costs for reseeding during two fall seasons as a contingency.

2.6 Reclamation Projected Costs
The unit costs developed for Reclamation Plan Alternative A are based primarily on two key cost

estimating databases (RS Means Facilities Construction Cost Data - 2004 and RACER Cost Estimating
software version 8.1.2), along with estimated productivity for material movement based primarily on
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the Caterpillar Handbook (Edition 31). The estimated costs developed for this RCP Alternative A
include:

| Disturbed area reclamation;
L Road reclamation;

| Care and maintenance;

& Cost adjustment; and

| Administrative costs.

The sources and calculation of the estimated reclamation costs are detailed in Appendix L.
2.6.1 Re-grading Cost

Re-grading costs are included in the road reclamation cost described in Section 2.6.3 below.
2.6.2 Structure Demolition Cost

No structure demolition costs are anticipated.

2.6.3 Road Reclamation Cost

There is an estimated 7,310 linear feet of facility roads that will be reclaimed, and there is an estimated
11 acres of disturbed area due to wells and well installation.

The sources and calculation of the estimated reclamation costs are detailed in Appendix L.
2.6.4 Care and Maintenance Cost

Care and maintenance for the reclamation effort at this operation consists of:

E An annual inspection of the Site;
E Annual reporting; and
B Application of additional seeding as needed to promote revegetation.

The sources and calculation of the estimated reclamation costs are detailed in Appendix L.
2.6.5 Construction Cost

No construction costs are anticipated.

2.6.6 Piant Removal Cost

No plant removal costs are anticipated.
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2.6.7 Administrative Cost
Administrative costs are detailed in Appendix L.
2.6.8 Total Reclamation Cost

The total estimated reclamation cost for this Reclamation Plan is provided in Appendix L. Bonding for
these costs is covered under Temporary APP and ASMI.

2.7 Reclamation and Closure Report

Florence Copper will provide a Reclamation and Closure Report to ASLD within 30 days of completion
of final reclamation. The closure report will document all past and final reclamation efforts. Final
reclamation requirements and procedures will be coordinated with the ASLD along with maintenance
and monitoring. The report will describe any unique reclamation issues related to closure if such issues
occur. Quarterly status reports will be provided until vegetation has been established. The closure
report will document final reclamation, including responses to emergency situations and mitigation
measures that address environmental impacts and safety hazards. The report will represent a time-line
of reclamation efforts. Post-mineral extraction and final reclamation aerial photographs will be
provided.

2.8 Reclamation Summary

Reclamation will include areas closed in accordance with the closure plans of the Temporary APP
issued by ADEQ for the PTF and secondary roads not needed for access to post-closure monitoring
wells.
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